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RESTRICTIVE TRADE PRACTICES COMMISSION 


Room 451, Justice Building, 
Ottawa, December 12, 1955 


Honourable Stuart S. Garson, Q.C., 
Minister of Justice, 
Ottawa, Ontario 


Sir: 


I have the honour to submit to you herewith the report 
of the Restrictive Trade Practices Commission dealing with an 
alleged combine in the manufacture, distribution and sale of trans- 
mission and conveyor equipment and related products. 


The matter was brought before the Commission by the 
submission of a statement of the evidence obtained in the inquiry by 
the Director of Investigation and Research under the Combines 
Investigation Act and has been dealt with in accordance with the 
provisions of Sections 18 and 19 of the Act. 


Argument on the Statement of Evidence was heard by 
the Commission at Ottawa from May 16 to 20, 1955 and at Winnipeg 
on June 6, 1955. Counsel appearing on behalf of parties mentioned 
in the Statement of Evidence were at Ottawa, Hon. Salter A. Hayden, 
Oa vMeeens..J..M. Godfrey, 0.G., Malcolm Robb, OFC. 5. Bz 
O'Connor and G. D. Finlayson and, at Winnipeg, Messrs. C. D. 
Pampas fiiiows DD. A. Thompson, ©.C.,.M..W. Riley, O.C lA. Car 
Findlay, D. C. McGavin andG. D. Finlayson. Counsel for the 
Director on both occasions was Mr. F. N. MacLeod. 


Yours faithfully, 


(Seay CNR, Smith 
Chairman 
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CHAPTER I 
INTRODUCTION 
1. Reference to the Commission 


This inquiry, which was begun by the Director of Investi- 
gation and Research, arose out of an informal complaint about alleged 
price fixing in the sale and distribution of transmission chain. 
Preliminary inquiries indicated the existence of a related field or 
industry based on the designing, assembling and erecting of installa- 
tions for the conveying of material and the transmission of power and 
the supplying of chains, belts, gears and supplementary products for 
these uses. The inquiry has been concerned with this field and with 
certain practices of the Conveyor and Power Transmission Institute 
of Canada and its members, all of which have head offices in Ontario 
or Quebec. The inquiry was also concerned with certain practices of 
five machinery firms with head offices in the Prairie Provinces. 


On March 9, 1955, the Director of Investigation and 
Research submitted to the Restrictive Trade Practices Commission 
a statement of the evidence obtained in the inquiry, advising that in 
accordance with Section 18(1) of the Combines Investigation Act he was 
submitting copies of the Statement of Evidence to each of the parties 
against whom an allegation was made therein. 


2. Parties Named in Allegations 


The following descriptions of companies which composed 
the membership of the Conveyor and Power Transmission Institute of 
Canada were given in the Statement of Evidence: 


Link-Belt Limited (hereinafter sometimes referred to as ''Link- 
Belt'') is a wholly-owned subsidiary of Link-Belt Company, 
Chicago, U.S.A. Its head office is in Toronto and it has plants 
in Toronto, Scarborough and Elmira, Ontario. It has sales 
offices in Toronto, Montreal, Swastika, Hamilton, Winnipeg and 
Vancouver and a number of jobbers or distributors. It is an 
important manufacturer of chain and of various products in the 
conveyor and transmission field. 


ay 
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United Steel Corporation Limited (!) (hereinafter sometimes 
referred to as 'United Steel'') is a Canadian controlled company. 
The company operates several divisions one of which, the 

Dodge Manufacturing Division, is the division chiefly engaged 

in the conveyor and transmission field. The Dodge Manufac- 
turing Division has a plant in Toronto and sales offices in 
Toronto, Montreal and Kirkland Lake. It sells through distri- 
butors in certain other parts of Canada. It is an important 
manufacturer in the conveyor and transmission field. 


Jeffrey Manufacturing Company Limited (hereinafter sometimes 
referred to as 'Jeffrey'') is a wholly-owned subsidiary of the 
Jeffrey Manufacturing Company, Columbus, Ohio.(2) Its head 
office and factory are in Montreal and it has sales offices in 
Toronto. It has jobbers or distributors throughout Canada. It 
is an important manufacturer of chain and other products in this 
field. 


Forano Limited (hereinafter sometimes referred to as ''Forano") 
is a Canadian controlled company with its head office and factory 
in Plessisville, P.Q. It was formerly the Plessisville Foundry 
Limited. It has sales offices in Montreal and jobbers or distri- 
butors in various parts of Canada. It manufactures agricultural 
implements, sawmill machinery and various other lines besides 
conveyor and transmission equipment. 


Stephens-Adamson Manufacturing Company of Canada, Limited 
(hereinafter sometimes referred to as ''Stephens-Adamson!") is 


a wholly-owned subsidiary of the Stephens-Adamson Manufac- 
turing Company of Aurora, Illinois. Its head office and plant are 
at Belleville, Ontario and it has sales offices in Montreal, 
Toronto and Vancouver. It is an important company in the 
conveyor and transmission field. 


Bond Engineering Works Limited (hereinafter sometimes re- 


ferred to as "'Bond'"') is a wholly-owned subsidiary of The 
Charles Bond Company, Philadelphia. Its head office is in 
Toronto. This company is not now an important factor in the 
conveyor or power transmission fields as the trend in recent 
years to direct drive power transmission has eliminated much 
of the demand for pulleys which formed an important part of the 
company's business. It now specializes in casters. 


iene Steel Corporation Limited was incorporated in 1933 at 
which time it bought the assets of Dodge M 

anufactu C 
Limited. : eg 
This description was amended, as a result of evidence given be- 


fore the Commission, to The Jeffrey Company, which is the 
correct name of the parent company. 


Webster-Smallwood Limited (hereinafter sometimes referred 
to as ''Webster-Smallwood"') is a Canadian company in which 
United States' interests hold certain shares. This firm has no 
manufacturing facilities and purchases its material and sub- 
contracts the installation of any conveyor or transmission 
system it installs. The company was formerly known as 
Webster-Inglis Limited. 


The firms in Western Canada, sometimes referred to in 
the evidence as the ''Prairie Manufacturers'', were described in the 
Statement as follows: 


Strong-Scott Limited (hereinafter sometimes referred to as 
"Strong-Scott'') is a Canadian controlled company with its head 
office and plant in Winnipeg. It has sales offices in Calgary and 
in Toronto. 


Manitoba Bridge & Engineering Works Limited (hereinafter 
sometimes referred to as ''Manitoba Bridge") in Winnipeg, 
Riverside Iron & Engineering Works Limited (hereinafter some- 
times referred to as ''Riverside'') in Calgary, and Standard Iron 
& Engineering Works Limited (hereinafter sometimes referred 
to as ''Standard Iron'') in Edmonton are all subsidiary companies 
of the Dominion Bridge Company, Limited. 


Vulcan Iron & Engineering Limited (3) (hereinafter sometimes 
referred to as ''Vulcan"') with its head office and plant in 
Winnipeg and a sales office in Toronto is a subsidiary of the 
Bridge & Tank Company of Canada, Limited. 


3. Hearings and Witnesses 


In the course of the inquiry hearings for the taking of 
evidence were held before a member of the Restrictive Trade 
Practices Commission in Montreal, Toronto, Winnipeg, Calgary and 
Edmonton, between April and July, 1954, when the following witnesses 
were examined by counsel for the Director of Investigation and 
Research: 


(3) Vulcan Iron and Engineering Limited was incorporated in 1947. 
It acquired certain assets of Vulcan Iron Works Ltd. which 
ceased to exist. 
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M. Dingwall 


Combines Investigation Officer 

General Manager, Bond Engineering 
Works Limited 

Plant Superintendent and Purchasing 
Agent, Bond Engineering Works 
Limited 

Secretary, Conveyor and Power 
Transmission Institute of Canada 

Employee of J. T. Crowder, 
Secretary, Conveyor and Power 
Transmission Institute of Canada 

Direct Mail Advertising Limited 

District Sales Manager, Forano 
Limited 

President and General Manager, 
Forano Limited 

General Sales and Publicity Manager, 
Forano Limited 

Assistant General Manager of Sales, 
Forano Limited 

Salesman, Forano Limited 

Vice-President and General Manager, 
Hewitt-Robins (Canada) Limited 

Vice-President in charge of sales 
and Secretary, Jeffrey Manufac- 
turing Company Limited 

District Manager, Toronto office, 
Jeffrey Manufacturing Company 
Limited 

President and Treasurer, Jeffrey 
Manufacturing Company Limited 

President and General Manager, 
Link-Belt Limited 

Vice-President and General Sales 
Manager, Link-Belt Limited 

District Manager, Montreal office, 
Link-Belt Limited 

Formerly Vice-President and 
General Sales Manager, Link- 
Belt Limited 

General Production Sales Manager, 
Link-Belt Limited 

Sales Manager, Manitoba Bridge & 
Engineering Works Limited 

Murdock Duplicator & Stationery 

General Sales Manager, Riverside 
Iron & Engineering Works Limited 

Vice-President and Manager, 
Standard Iron & Engineering Works 
Limited 


W.H. McKinnon - Secretary-Treasurer, Standard 
Iron & Engineering Works 
Limited 


G. A, Freeman President and General Manager, 
Stephens-Adamson Manufacturing 
Company of Canada, Limited 

Tie aNis. SLING iLL - District Manager, Montreal office, 
Stephens-Adamson Manufacturing 
Company of Canada, Limited 

District Manager, Toronto office, 
Stephens-Adamson Manufacturing 
Company of Canada, Limited 


E.H. Walters 


R.A. Hamlin - Accountant, Strong-Scott Limited 

W.S. Linton - Manager, Toronto office, Strong- 
Scott Limited 

A. R. McPherson - Vice-President, Strong-Scott 
Limited 

L.A. Storey - Manager, Calgary office, Strong- 
Scott Limited 

Gy Aw errier - Manager, Montreal office, Dodge 


Manufacturing Division of United 
Steel Corporation Limited 
General Manager, Dodge Manufac- 
turing Division, United Steel 
Corporation Limited 
General Sales Manager and 
Assistant General Manager, 
Dodge Manufacturing Division, 
United Steel Corporation Limited 
Sales Manager, Vulcan Iron & 
Engineering Limited 
Webster-Smallwood Limited 


A. G. House 


Wa Lb. 2. omlith 


D. R. Cameron 


R. L. Smallwood 


Throughout the evidence, documents are referred to by 
the serial number assigned to the individual document. However the 
documents also bear code numbers identifying them with the business 
premises on which they were found. In this report documents will be 
designated by both code and serial numbers. The relationship between 
code number and serial number and the corresponding premises is 
shown in the following schedule: 


Serial Numbers Code Letters From the premises of: 
i: tore; 305 FOP Forano Limited, Plessisville,P.Q. 
2,305 to 2,994 JEM Jeffrey Manufacturing 


Company Limited, 300 
St. Patrick Street, 
Montreal, P.Q. 


Serial Numbers 


2,995 to 4,121 
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5,186 to 5,656 


5,657 to 6,204 


6,205 to 6,487 


6,488 to 8,268 


OD OA9 0-984 


YO COrl Uo 


10,088 to 10,197 


10,198 “to 10 72,16 


10,217 to 11,506 


12,097 to 12,456 


12,457 to 13,142 


Ee ee. 


Code Letters 


SAM 


UCM 


LBM 


FOr 


iN SH 


RY 


LBT 


TSA 


DXM 


OO 


MRY 


DMD 


SAB 


LBV 


CWB 


From the premises of: 


Stephens-Adamson Manufactur- 
ing Company of Canada, 
Limited, 345 Canada Cement 
Building, Montreal, P.Q. 

United Steel Corporation 
Limited (Dodge Manufactur- 
ing Division), 433 St.Martins 
Street, Montreal, P.Q. 

Link-Belt Limited, 945 Beaumont 
Street, Montreal, P.Q. 

Second visit - Forano Limited, 
Plessisville, P.Q. 

Conveyor and Power Trans- 
mission Institute of Canada, 
104 Jarvis Street, Toronto, 
Ontario 

Bond Engineering Works 
Limited, Villiers and 
Munitions Street, Toronto, 
Ontario 

Link-Belt Limited, 731 Eastern 
Avenue, Toronto, Ontario 

Stephens-Adamson Manufactur- 
ing Company of Canada, 
Limited, 67 Yonge Street, 
Toronto, Ontario 

Direct Mail Advertising Limited, 
32 Davenport Road, Toronto, 
Ontario 

Jeffrey Manufacturing Company 
Limited, 80 Sherbourne 
Street, Toronto, Ontario 

Murdock Rex Rotary Duplicator 
Company, 259 Spadina Avenue, 
Toronto, Ontario 

United Steel Corporation Limited 
(Dodge Manufacturing Divi- 
sion), 58 Pelham Avenue, 
Toronto, Ontario 

Stephens-Adamson Manufac- 
turing Company of Canada, 
Limited, 30 Franklin Street, 
Belleville, Ontario 

Link-Belt Limited, 2250 Boundary 
Road, Vancouver, B.C. 

C. W. Brockley & Company, 
Limited, 1 Alexander Street, 
Vancouver, B.C. 


Serial Numbers Code Letters From the premises of: 
137445:16,13., 161 BBC B. C. Conveyor Machinery 


Limited, 3300 Fraser Street, 
Vancouver, -B.C, 

15,000 to 15,061 HRC Hewitt-Robins (Canada) Limited, 
2052 St.Catherine Street 
West, Montreal, P.Q. 

15,062 to 15,105 2 FOM Second visit - Forano Limited, 
340 Canada Cement Building, 
Montreal, P.Q. 

15;100 to 15,249 FOM First visit - Forano Limited, 
340 Canada Cement Building, 
Montreal, P.Q. 

Dpeou. to 15,472 VIE Vulcan Iron & Engineering 
Limited, Sutherland Avenue 
and Maple Street, Winnipeg, 
Manitoba 

YS a Jotul. 754 MBE Manitoba Bridge & Engineering 
Works Limited, 845 Logan 
Avenue, Winnipeg, Manitoba 


LS fio toulh ye) 9 SSW Strong-Scott Limited, 772-782 
Dufferin Avenue, Winnipeg, 
Manitoba 

oO. bG.16 339 SST. Strong-Scott Limited, 122 - 
llth Avenue West, Calgary, 
Alberta 

16,340 to 16,612 RIE Riverside Iron & Engineering 


Works Limited, 803 - 24th 
Avenue South East, Calgary, 
Alberta 

16,648 to 16,968 SEW Standard Iron & Engineering 
Works Limited, 107th Avenue 
and 12lst Street, Edmonton, 
Alberta 


On receipt of the Statement of Evidence submitted by the 
Director, the Commission by orders dated March 29 and April 4, 
1955, fixed Monday, May 16, 1955, at 10 o'clock in the forenoon, in 
a court room in the Exchequer Court of Canada, in the City of Ottawa 
and Monday, June 6, 1955, at 10 o'clock in the forenoon in a room in 
the Law Courts Building, in the City of Winnipeg, as the dates, times 
and places at which argument in support of the Statement-of Evidence 
could be submitted and at which persons against whom any allegation 
had been made in such Statement would be allowed full opportunity to 
be heard in person or by counsel, in conformity with Section 18(2) of 
the Combines Investigation Act. In giving notice thereof, the 
Commission further informed the parties that at the hearings they 
would have the opportunity of further examining any witness who had 
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been called during the course of the inquiry or of having called any 
additional witnesses or of submitting additional documentary evidence. 


At the hearing at Ottawa which began on May 16 and con- 
cluded on May 20, 1955, the following appearances were entered: 


F.N. MacLeod, Esq. For Director of Investigation and 
Research 


Hon. Salter A. Hayden,Q.C. 
and For United Steel Corporation 


G. D. Finlayson Limited 
J. M. Godfrey, Esq.,Q.C. For Link-Belt Limited 


J. 8, O'Connor, Eeq. For Jeffrey Manufacturing Company 
Limited 


Malcolm Robb, Esq.,Q.C. For Stephens-Adamson Manufactur- 
ing Company of Canada, Limited 


The Commission was advised by letters from or on behalf 
of Forano Limited, Webster-Smallwood Limited and Bond Engineering 
Works Limited that these companies would not be represented in the 
proceedings before the Commission. 


In the course of the hearing at Ottawa certain exhibits were 
filed and the following witnesses were examined: 


Ross Read, Comptroller, United Steel Corporation Limited 


Ernest Bigney, Vice-President in charge of sales, Jeffrey 
Manufacturing Company Limited 


At the hearing at Winnipeg on June 6, 1955, the following 
appearances were entered: 


F.N. MacLeod, Esq., For Director of Investigation and 
Research 


C.D. Shepard, Q.C. and For Vulcan Iron & Engineering 
D. A. Thompson, Q.C. Limited 


A. C. Findlay For Manitoba Bridge & Engineering 


Works Limited 

For Standard Iron & Engineering 
Works Limited, Edmonton, and 
Riverside Iron & Engineering 
Works Limited, Calgary 


H. W. Riley, Q.C, 


D. C. McGavin For Strong-Scott Limited 


G. D. Finlayson For United Steel Corporation 
Limited, Link-Belt Limited, 
Jeffrey Manufacturing Company 
Limited, and Stephens-Adamson 
Manufacturing Company of 
Canada, Limited. 


4. Allegations 


The following allegations were contained in the Statement 
of Evidence: 


"One of the allegations made herein is that, for many 
years, both prices of a large number of products used in this 
field and general pricing instructions designed to produce 
uniform practices in pricing complete units have been prepared, 
largely by Link-Belt, sometimes without discussion but at other 
times following discussion among the members of the Institute 
and have been published and distributed to the members of the 
Institute. These prices and price instructions have been 
followed, at least as guides, by all members. However, while 
this summary sets out the situation generally, it is in some ways 
an over-simplification and some further explanation is required. 

. [The] position of Link-Belt, Jeffrey, Stephens-Adamson, 
United Steel and Forano is somewhat different than that of Bond 
and Webster-Smallwood (or its predecessor - Webster-Inglis). 
The description of the practices set out is wholly applicable 
only to the first group who are important manufacturers and 
fabricators. The last two companies operate on a much smaller 
SGalew i»? 


"The evidence of the issue of common price and discount 
information and instructions on pricing practices to all members 
in the manner outlined above is clear. The real point in the 
inquiry is whether or not the issuing of such material and the 
use made of it, considered against the background of the general 
situation in the industry and the practices of the members, con- 
stituted an arrangement in restraint of trade in the manufacture, 
distribution and sale of products with which the members dealt."' 


The domination of the industry by the members which is 
alleged was in the design and installation of so-called complete 
units and in the supplying of products special to the field. There 
are no statistics relating to these particular matters."' 
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"DETRIMENT TO THE PUBLIC 


The evidence which has been reviewed in this Statement 


indicates: 


(1) 


From at least the early 1930's there has been an associa- 
tion of firms engaged in the conveyor and transmission 
industry in Canada. The association has for some years 
been known as the 'Institute'. 


The more important firms in the industry have been 
members of the Institute. This applies particularly to 
those firms engaged in the designing, assembling, fabri- 
cating and erection of so-called complete units. 


Certain firms in the Prairie Provinces, sometimes re- 
ferred to as the 'Prairie Manufacturers', while not 
members of the Institute, co-operated with the members 
of the Institute in pricing arrangements. 


Since the early 1930's common pricing material has been 
issued to all Institute members including, inter alia, 


(a) tables of 'list prices' so-called, 

(b) tables of discounts for use with the 'list prices' to 
determine actual selling prices, 

(c) lists of firms entitled to various classes of discounts, 
and, 

(d) instructions for pricing complete units or installations, 
including schedules of charges for engineering 
services, erection of equipment, pricing of purchased 
materials, ard other matters. 


The price material referred to in paragraph (4) was pre- 
pared largely by Link-Belt on whom this work appears to 
have been devolved by mutual agreement among the members 
of the Institute. In some cases prices and discounts were 
discussed by the members, in other cases they were pre- 
pared and published without discussion. Very infrequently 


pricing material was prepared by other members of the 
Institute besides Link-Belt. 


The evidence indicates that prices as determined by the 
pricing material were high. 


Prices as determined by the pricing material were followed 
as a matter of course on routine merchandise sales. The 
volume of such sales varied from member to member and 
1t 1s impossible to determine what proportion of total sales 


Rest ae 


such sales constituted. 


(8) Prices as determined by the pricing material were used as 
a guide in determining prices on non-routine sales and, 
while these prices were sometimes departed from, the 
evidence indicates that such prices were followed to a sub- 
stantial degree. 


(9) Prices as determined by the pricing material were used in 
estimating the total price of a complete unit. The total 
price so arrived at was sometimes changed but again the 
evidence indicates that prices of complete units generally 
reflected the prices and pricing instructions as set out in 
the pricing material. 


(10) Because of differences in design and in calculation of 
weight and other factors, ‘it is unusual for different firms 
to arrive at identical total prices for a complete unit even 
though both use identical prices for component parts and 
material. 


(11) The instructions in the pricing material dealing with the 
pricing of complete units was designed to produce uniformity 
in the method of pricing and not identical prices. 


(42) In numerous instances specific agreements were entered 
into by some of the members as to the pricing of component 
elements of complete units. Many such agreements were 
made in cases where it was felt desirable to cut the price 
as determined by the pricing material. 


(13) In a limited number of instances there is evidence of 
agreement among certain of the members as to the price 
each would quote on a particular complete unit. 


(14) The role of the so-called 'Prairie Manufacturers' in the 
arrangements of the members of the institute appears to 
have been comparatively minor and to have consisted 
essentially in following the prices and pricing practices 
established by the members of the Institute. 


rs) Independently of the members of the Institute, the 'Prairie 
Manufacturers' used a common price and discount list 
relating chiefly to grain elevator equipment. This list was 
prepared by discussion and agreement although there is 
some evidence that one firm - Strong-Scott - playeda 
dominant role in its preparation. 


I) i a= 


(16) The evidence indicates that at the date of the inquiry 
various factors, the chief of which appears to have been 
the entry of United States firms into the Canadian market, 
were increasing competition in the industry and tending to 
break down the control previously exercised by the 
members of the Institute. 


The detriment to the public resulting from these arrange- 
ments is obvious. In so far as the pricing system was followed, 
price competition was eliminated and the public was charged the 
prices fixed by arrangement among the members of the Institute. 
The public was thus deprived of the benefits of competition. 
Moreover there is direct evidence that the prices charged were 
high and that accordingly actual specific detriment resulted. In 
the instances of specific agreement on particular tenders which 
have been referred to in detail, it is possible to measure the 
resulting detriment. 


The agreements and arrangements disclosed by this 
inquiry were particularly objectionable because of the pricing 
practices of the members. Prices of complete units were, by 
design, quoted as totals only so that the prices of component a 
parts and materials and for engineering and other services were 
merged in the total and could not be checked by the purchaser. | 
Moreover differences in total prices resulting from differences 
in design concealed the fact that common fixed prices for com- 
ponent elements were used by all members of the Institute.'' 


"ALLEGATIONS 
It is alleged: 
(1) That the members of the Institute, viz: 


Bond Engineering Works Limited, 

Forano Limited, 

Jeffrey Manufacturing Company Limited, 

Link-Belt, Limited, 

Stephens-Adamson Manufacturing Company of Canada, 
Limited, 

United Steel Corporation Limited, and 

Webster-Smallwood Limited 


have by actual or tacit contract, agreement or arrangement: 


(a) fixed common prices for, 

(b) enhanced prices of, and 

(c) in matters ancillary to the foregoing, otherwise pre- 
vented or lessened competition in the manufacture, 


(2) 


(3) 


(4) 


(5) 


ee 


distribution and sale of 


transmission and conveyor equipment and related products 
and of complete installations embodying such equipment. 


That by supplementary or ancillary contracts, agreements 
or arrangements the said members of the Institute fixed 
prices of component products or material for the purposes 
of certain particular sales or transactions. 


That by further supplementary or ancillary contracts, 
agreements or arrangements some of the said members of 
the Institute, including: 


Forano Limited, 

Jeffrey Manufacturing Company Limited, 

Stephens-Adamson Manufacturing Company of Canada, 
Limited and 

United Steel Corporation Limited 


fixed the total price which each quoted for the supplying of 
certain particular complete installations. Although these 
contracts, agreements or arrangements were among par- 
ticular companies they were extensions or applications of 
the general contracts, agreements or arrangements among 
the members of the Institute designed to prevent or lessen 
competition in the industry. 


That the firms sometimes referred to as the Prairie Manu- 
facturers, viz: 


Manitoba Bridge & Engineering Works Limited, 
Riverside Iron & Engineering Works Limited, 
Standard Iron & Engineering Works Limited, 
Strong-Scott Limited, and 

Vulcan Iron & Engineering Limited 


have been privies to and have co-operated with the members 
of the Institute in carrying out the contract, agreement or 
arrangement referred to in sub-paragraph (1) of this para- 
graph. 


That the said Prairie Manufacturers have by actual or tacit 
contract, agreement or arrangement among themselves 


(a) fixed common prices for, and 

(b) in matters ancillary to the foregoing, otherwise pre- 
vented or lessened competition in the manufacture, 
distribution and sale of 


yo 


transmission and conveyor equipment and related products 
and in particular of machinery and equipment for grain 


elevators. 


That all of the foregoing contracts, agreements or arrange- 
ments have operated to the detriment of the public within 
the meaning of the Combines Investigation Act and have 
enhanced prices and prevented or lessened competition 
unduly within the meaning of the Criminal Code. They 

have so operated both generally and as parts of an overall 
contract, agreement or arrangement among the companies 
named to restrain competition in the industry."' 
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,® 
— 


5. Position Taken with Respect to the Allegations 
by the Respective Parties 


The parties against whom allegations were made in the 
Statement of Evidence had been notified in advance that they would be 
expected to state their position at the opening of the hearing for argu- 
ment in regard to the presentation of facts and conclusions made there- 
in. The principal submissions made at the Opening of the hearings or 
contained in the letters sent on behalf of Forano Limited and Webster- 
Smallwood Limited may be summarized as follows: 


es In general, it was denied that any company had been party 


to any contract, agreement or arrangement as alleged in the Statement 
of Evidence, 


as On behalf of companies in Eastern Canada and in Western 
Canada it was denied that there had been co-operation between them as 
alleged in the Statement of Evidence. 


3 It was also denied that the evidence supported conclusions 
that any practices had resulted in detriment to the public. 


ts, With respect to members of the Conveyor and Power 
Transmission Institute of Canada it was contended that the evidence 
failed to show that the companies who had constituted the membership 
dominated the industry. It was submitted that there were important 
firms outside the Institute and a large number of firms as well which 
were engaged in the industry. It was further represented in some 
briefs that the Statement of Evidence did not take into account suffi- 
ciently additional competition which was provided by substantial imports. 


| On behalf of United Steel it was contended that the prepara- 
en of price material did not devolve upon Link-Belt by mutual agree- 
ment, as alleged, but that Link-Belt took it upon itself to prepare the 
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price book and it was supplied to other members of the Institute in the 
hope that it would be followed since Link-Belt did not want to start a 
price war. 


oz It was denied on behalf of United Steel that the prices of 
complete units generally reflected the prices and pricing instructions 
as set out in the pricing material. It was submitted that because of 
the differences in design and in calculation of weight and other factors, 
it is unusual for different firms to arrive at identical total prices for 
a complete unit even though both use identical prices for component 
parts and material. The intention in circulating the pricing material 
was to produce uniformity in the methods of pricing and not identical 
prices. It was further submitted that the use of the pricing material 
did not produce uniform prices but was a method by which a sort of 
basic complete unit price was arrived at. The members gave many 
considerations at that point before tendering a higher or a lower price 
and before deciding what to give up to get a chance at the job. It was 
contended that almost ali the material cited by the Director in his 
Statement of Evidence shows that on any given job, the so-called end 
price was always different from the price as it would be if it was a 
computation based solely on the common pricing material. 


re In general, it was submitted that the evidence did not 
support the allegation that the prices as determined by the pricing 
material were high. It was contended that the actual prices charged 
by the respective companies either on contract or merchandise sales 
were reasonable. 


B% On behalf of Stephens-Adamson it was submitted that it was 
a perfectly normal and reasonable thing to have a price book to use as 
a guide. It was stated that the very essence of the materials handling 
business is that each competitor has its own method, its own plans, 
its own weight and layout and its own specialty items which it proposes 
to use as components. Thus, it was not possible to agree on prices 
and the evidence in the inquiry as to tenders bears this out. 


ae It was generally submitted on behalf of manufacturers in 
Western Canada that the Statement of Evidence did not interpret 
accurately the positions of Western firms in regard to price material 
sent to them by Eastern manufacturers. It was submitted that Western 
manufacturers were purchasers in avery limited way of some products 
made by Eastern manufacturers and that the price material was 
received by them as customers. It was stated on behalf of Manitoba 
Bridge that the company's business in transmission and conveyor 
equipment would be less than 3% of the total volume. The proportion 
in the case of Riverside was said to be less than 1% and in the case of 
Standard, less than one-half of 1%. 


In the brief on behalf of Jeffrey objection was made to what 
was described as a change in the scope of the investigation which had 
been indicated at the outset of the inquiry by the Director to be directed 
to ''manufacture, distribution and sale of transmission chain and 
related products''. It was submitted that the Director had no authority 
to extend the inquiry as it proceeded to include the ''designing, 
assembling and erecting of installations for the conveying of material 
and the transmission of power and the supplying of belts, gears and 
supplementary products for these uses''. Other counsel argued that 
the exact nature of the industry and the aspects of it to which the alle- 
gations related had not been defined with sufficient particularity during 
the course of the inquiry or in the Statement of Evidence. 


Counsel for the Director referred to the fact that at an 
early stage of the inquiry question had been asked by one counsel as to 
the scope of the investigation and a reply had been made on behalf of 
the Director that any matter relating to the field of conveying materials 
and transmission of power as described above was considered relevant 
to the inquiry. Copies of this reply were sent to other interested 
counsel. 


In giving the ruling of the Commission rejecting the argu- 
ment that the inquiry had been improperly extended the Chairman 
pointed out that when an inquiry is instituted facts very frequently 
come to light which indicate that the circumstances involved are wider 
than were indicated in the information on which the inquiry was begun. 
In making the examination it might well be essential to inquire into all 
related fields. The only question which would seriously interfere 
would be whether the parties are prejudiced at any stage of the inquiry. 
In the present case, before any witness was examined on oath, the 
Director had written to counsel pointing out his attitude and the scope 
which the inquiry was intended to follow. In the opinion of the Commis- 
sion, therefore, all parties and their counsel were fully aware of the 
actual scope of the inquiry during the whole course of the proceedings 
in which witnesses were examined. 


CHAPTER II 


THE FIELD OF THE INQUIRY 


1, Nature of the Industry 


It has already been noted that the matters embraced in the 
inquiry fell in the general industrial field of conveying and transmis- 
sion machinery and installations embodying such products. To serve 
the highly varied needs of modern industry for mechanical equipment 
in the handling of materials and the transmission of power, conveying 
and transmission machinery and installations incorporating them must 
be provided in many forms and combinations. The role played by con- 
veyors of materials is described in the following way in an extract 
from the engineering catalogue of one firm cited in the Statement of 
Evidence: 


"Probably no single element has played a more vital role in the 
development of modern industry than the mechanical handling of 
materials. From the procurement of raw materials to the 

final processing of finished products, conveying systems are 

the keystone of mass production. Conveyors make possible the 
smooth flow of material through a plant, synchronizing operations 
and moving large quantities without backbreaking human effort. 


Conveyors take many forms, from belt conveyors to chain con- 
veyors, from feeders to unloaders, from bucket elevators to 
skip hoists. They carry materials any distance, from a span of 
a few feet to distances measured in miles. They carry light, 
fine materials or very heavy objects."! 


In addition to what might be termed heavy conveyors there 
are also light conveyors which were not included in the inquiry. The 
following reference is made to this branch of the industry in the 
Statement of Evidence: 


"It should also be noted that there is a recognized branch of the 
conveyor field specializing in light conveyors. These are used 
for carrying light packages. An example would be the type of 
conveyor sometimes used at checking-out counters in super- 
markets. This branch of the industry is not dealt with in this 
Statement." 


A considerable amount of technical information regarding 


types of conveying and transmission machinery and installations and 
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the purposes to which various systems may be put is contained in the 
transcript of the proceedings and in the Statement of Evidence. As 
would be expected this points up the complex nature of the industry 
whose products and installations serve the multitude of industries 
requiring the mechanical handling of materials or the transmission of 
power ina great variety of ways. No attempt will be made to recapi- 
tulate this highly technical information as it is not possible to present 
it in summary form. 


The evidence indicates that in the heavy conveyor field the 
great bulk of equipment appears to be installations designed and con- 
structed for the special use of a particular customer. No two major 
installations are likely to be exactly the same and in designing a system 
for a particular purpose different engineers would be very likely to 7 
prepare specifications with different weights of parts and differing 
combinations of products. It also appears to be the case frequently 
that modifications in design or specifications are possible in systems 
to serve the same purpose. 


In the fabrication and construction of conveyor and trans- 
mission systems a wide variety of products may be required by way of 
machinery and structural parts. The particular products and parts 
required in any installation will depend upon the design and specifica- 
tions. These may require products and structural parts which are 
used in other industrial fields as well as items which are used parti- 
cularly in the conveyor or power transmission fields or which may be 
designed or fabricated for the particular purpose of the installation. 


The view was expressed by the Director in the Statement of Evidence 
that, - 


‘In summary, the industry is one in which standard pro- 
ducts of many industries along with special products or specially 
constructed sizes and shapes of products are used to assemble 


and fabricate systems for moving material and transmitting 
power,'"! 


2. Statistical Information 
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Director had obtained authority to examine their D.B.S. returns. 
During the hearing before the Commission, counsel for United Steel 
submitted additional statistics embracing, in the main, the amount of 
duty applying to the imports shown in the tables in the Statement of 
Evidence and the value of exports to Canada from the United States of 
classes of conveyor and transmission equipment and parts as shown in 
the reports of the U.S. Department of Commerce: 


The tables derived in this manner are included in an 
appendix to this report. They show the scale of manufacturing in 
Canada on the part of members of the Conveyor and Power Transmis- 
sion Institute of Canada and others of products which are enumerated 
for statistical purposes and which come within the general field of con- 
veying and power transmission machinery. They also show the changes 
in the value of such products over a period of years and the considerable 
increase in the value of production and imports in recent years. 


Study of the statistical information contained in the 
Statement of Evidence and in the exhibits filed at the hearing makes 
clear, as was pointed out in the Statement of Evidence, that statistics 
relating directly and exclusively to the field under inquiry are not 
available. As the trade in conveyor and transmission systems and 
parts may include the merchandising of particular items, the assembly 
or fabrication of parts and materials from a variety of sources and the 
erection or installation of such assembled and fabricated parts, infor- 
mation relating to direct manufacture within a factory will embrace 
only a portion of the trade. The proportion of purchased parts which 
may be used by a company in installing a particular conveyor or trans- 
mission system may form a large part of the total value of the contract. 
The Commission was informed, in the case of one substantial contract, 
that purchased equipment amounted to 75% of the value of material. 
Such purchased equipment might be secured from other manufacturers 
of conveyor or transmission machinery in Canada, from manufacturers 
in other fields or by importation from the United States or other coun- 
tries. The only members of the Conveyor and Power Transmission 
Institute who manufacture chain are Link-Belt and Jeffrey. Rubber 
belting, which is purchased by companies engaged in installing conveyor 
and transmission systems, is made by the rubber industry and electric 
motors and associated electrical equipment are largely made in the 
electrical apparatus and supplies industry. It is also the case that in 
the available statistical information there is no distinction between 
equipment and parts for light and heavy conveyor systems. 


It was argued by counsel for United Steel that in spite of 
the limitations which were apparent in the statistics furnished to the 
Commission they could be relied upon to determine that the particular 
group of companies composing the membership of the Conveyor and 
Power Transmission Institute of Canada represented a small segment 
of the entire field of the supply and installation of conveyor and power 
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equipment and parts. Even if, from the viewpoint of manufacturing 

and imports, this group of companies comprises only a segment of the 
industry we do not feel that the use of such statistical information can 
be of assistance to the Commission in making an appraisal of the effects 
of the practices disclosed by the evidence in the inquiry. Moreover 

for the reasons stated above we have not found that data relating 
directly to the field under inquiry can be derived from the statistics 
presented to the Commission and we shall, therefore, rely on other 
evidence in making our appraisal. 


ee _ 


CHAPTER If 


THE CONVEYOR AND POWER TRANSMISSION 
INSTITUTE OF CANADA 


1, Organization of the Institute 


The evidence does not indicate the exact date of organiza- 
tion of the Conveyor and Power Transmission Institute of Canada but 
it was apparently some time between 1934 and 1938. There was 
apparently a less formal association, to which no name is given in the 
evidence, which preceded the formation of the Institute. Until the 
resignation of Webster-Smallwood from the Institute on July 23, 1952 
and that of Stephens-Adamson about May, 1953, the membership of 
the Institute apparently remained unchanged, the members being 
Link-Belt, United Steel, Jeffrey, Forano, Stephens-Adamson, Bond 
and Webster-Smallwood. In the descriptions given earlier of the 
various companies it has been mentioned that Bond has had diminish- 
ing activity in the conveyor and power transmission field. It has also 
been mentioned that Webster-Smallwood has no manufacturing facili- 
ties and purchases its materials and sub-contracts the installation of 
any conveyor or transmission systems it installs. In the merchandis- 
ing of parts, that is the sale of articles separately from complete 
installations or systems, Link-Belt and United Steel appear from the 
evidence to have the more important positions among members of the 
Institute while Stephens-Adamson does a very limited merchandise 
business. 


Subject to these qualifications, the Statement of Evidence 
describes the members of the Institute as ''firms who engage in 


(a) the manufacture of certain of the products used in conveyor 
and transmission work and more particularly those products 
special to the field, 


(b) the design, assembly, fabrication and erection of conveyor 
and transmission systems, and 


(c) the merchandising of products related to this field whether 
manufactured by the members or not." 


The Institute is an unincorporated body with by-laws which 
were last reviewed in 1947. It has officers elected from the represent- 
atives of the member companies and for all but a brief period about 
1945 has had an Executive Secretary. The Statement of Evidence has 


the following summary of the evidence as to the position of Executive 
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Secretary of the Institute: 


"18, Sometime prior to 1938 the Conveyor and Power Trans- 
mission Institute of Canada was formed. Frank H. McWethy 
was engaged as Executive Secretary. Mr. McWethy was em- 
ployed in a similar capacity by the corresponding American 
association and had his office in Chicago and came to Canada 
only for meetings. This arrangement continued until Mr. 
McWethy died in Decemben, 1944. Over.the next year various 
officials performed the duties of secretary, E. C. Burton of 
Link-Belt seems to have acted during the first of the year and 
John Farley, also of Link-Belt, during the latter part. About 
November, 1945 Joseph T. Crowder was engaged as Secretary, 
The minutes of a meeting of the Institute held on December 11, 
1945 note that this was the first meeting attended by Mr. 
Crowder. Mr. Crowder has continued to act as Secretary since 
O45 4M 


The Statement also contains the following summary of evi- 
dence in regard to reports of meetings of the Institute and the ante- 
cedent association: 


'20. Minutes are issued after each meeting of the Institute. 

The documents include copies of minutes back to 1934 but most 
of the minutes for meetings up to about 1944 are missing. There 
was no full-time Secretary in 1945 but copies of reports by John 
Farley of Link-Belt are available. Minutes covering most of 

the meetings from 1945 to the date of the inquiry are among the 
documents. 


The minutes are usually ina very abbreviated form. It 
appears clear that discussions which take place are either not 
recorded fully or, in some cases, not recorded at all. This is 


indicated by a comparison of the minutes with collateral material 
relating to meetings. 


21. For at least some years during the period when F. H. 
McWethy was Secretary, the official minutes were supplemented 
from time to time by reports by E. C. Burton [Link-Belt]." 


@. Preparation and Circulation of 
Common Pricing Material 
rr BLE LIAL 


Activities connected with the preparation and circulation 
of common pricing material are indicated in the documents relating to 
the Institute and the precedent association throughout the periods to 
which the evidence in the inquiry pertains. It is not alleged in the 
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Statement of Evidence that the common pricing material embraced all 
products dealt in by members of the Institute within the field of con- 
veyor and power transmission machinery and the Statement explicitly 
states that there has always been a large field where pricing is an 
entirely individual matter for the separate companies (1), Neverthe- 
less the range covered by the common pricing material has been wide 
and the products and charges embraced have been dealt with ina 
closely detailed and itemized way. The pricing material has included 
such things as bearings, chain, collars, couplings, hangers, gears, 
idlers, pulleys, buckets, sheaves, etc. and has also dealt with 
charges for engineering and erection and for processing operations 
such as galvanizing and machining. Terms of sale, nature of guaran- 
tee which may be given and other matters relating to dealings with 
customers have also been included in the common pricing material. 


A major distinction has been made in the common pricing 
material between what are referred to as sales of ''merchandise" and 
the sale of a ''complete unit'’. In the recent period the definitions of 
the two classes of sales have been contained in a series of instructions 
entitled ''Complete Unit General Notes''. The first two paragraphs of 
these instructions, marked "Effective May 18th, '49'', read as follows: 


als The instructions herewith refer to 'Complete Unit’ jobs 
and not to 'Merchandise' jobs. Many of the provisions of 
"Merchandise' sales are the same as those herein. The 
principal difference is that no price reductions are per- 
mitted in connection with 'Merchandise' sales; under 
certain conditions we permit adjustments on sale of 
"Complete Units'. See 'Price Adjustments', Paragraphs 


13 and 14. 
cx ‘Complete Units' are defined as an 'elevator or conveyor 
or any unit used for materials handling'. A job must be 


classed as a 'Complete Unit' without consideration as to 
the completeness of customer's drawings or specifica- 
tions. 


To be a 'Complete Unit' it must consist of at least a com- 
plete head shaft and a complete foot shaft, and may or may 
not include the driving equipment and/or supporting struc- 
ture. Screw Conveyors are classed as complete units 
whether complete with trough or not, or if drawings have 
to be made to fit the unit into customer's plant or to permit 
ordering special equipment. If the material consists only 
of a standard or special length of screw with or without 


(1) Some members of the Institute also manufacture or market lines 
of rnachinery and equipment not related to this field and the 
pricing of such products is not embraced in this inquiry. 
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drive and tail shafts, the items should be priced without 
the addition of an engineering charge. 


NOTE: A job can ONLY be classes as 'Merchandise' if it CAN 
NOT be classified as a 'Complete Unit' as defined above.'"! 


(UCM-1-1-2, Serial 4124) 


@ 
The instructions give some examples of the distinction between mer- 
chandise and complete unit sales, one of which is as follows: 


be a Drives of any kind, forming part of a 'Complete Unit! 
as described in paragraph 2, must be treated as a part of 
such unit and priced according to the 'Complete Unit! 
Pricing Schedule. Drives sold as individual drives are 
'Merchandise!','! 


(UCM-1-1-3, Serial 4125) 


The following general directions for pricing are contained 
in paragraphs 8, 9 and 10: 


Sy You are not permitted to vary from our schedules except 
that you may ask higher prices if you feel that the sche- 
dules, in respect to a certain job, are too low. Also, if 
you know that the amount of engineering and/or erection 
required for a given job is too low as included in your 
estimate, and that the specifications are not highly attrac- 
tive to our shop, you may want to increase the engineering 
and/or erection charge and the total price. Our schedules 
cover minimum figures only. 


a Consult with head office estimating department for prices 


on items in your specifications not covered by regular 
lists and discounts. 


10, Do not quote itemized prices ona "Complete Unit'. You 
may quote separate prices on one or more ‘Complete Units', 
but should not furnish detailed figures for items making up 
a 'Complete Unit'. If a customer asks, verbally, for 
certain figures on items, after your quotation has been 
submitted, give them to him, but don't give him sufficient 
information, at any time, to permit him to "shop! for 
certain items on which he may think we are high. We are 
trying to sell him a complete job."! 


(UCM-1-1-3, 1-1-4, Serials 4125-26) 
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Paragraph 15 and following paragraphs give more detailed 
instructions for pricing complete unit jobs. The introductory part of 
paragraph 15 reads as follows: 


"15, (a) Estimates for 'Complete Units' are to be priced from 
the list prices and discount sheets following. An engineer- 
ing charge is to be added to the total of the items involved, 
see Paragraph 17." 


(UCM-1-1-9, Serial 4131) 


It will be noted from the foregoing excerpts from the in- 
structions for pricing complete unit jobs that a major distinction 
between the computation of the price for a sale as ''merchandise" and 
a sale as a complete unit is that in the latter case engineering charges 
are included in arriving at the total price. In one sense, engineering 
is a general term used in reference to the work of designing an instal- 
lation or system for a particular undertaking and embraces the nature 
of the engineering calculations and technical ''know how"! that may be 
required. In the General Notes for pricing complete unit jobs the 
term engineering charge refers to a scale of charges based on the 
value of the sale and not related directly to the actual amount of engi- 
neering work involved in a particular job. It will be noted from para- 
graph 2, quoted above, that ''a job must be classed as a 'Complete 
Unit' without considerations as to the completeness of customer's 
drawings or specifications."' 


The evidence indicates that the preparation of pricing 
material during the period preceding the formation of the Institute and 
during the existence of the Institute has been done almost exclusively 
by Link-Belt. According to the evidence of John Farley, who became 
President of Link-Belt in 1946, his predecessor in that office, E. C. 
Burton, had during the 1930's endeavoured to get others in the industry 
to follow the same prices. Mr. Farley's evidence was as follows: 


de 3 Now, when Mr. Burton who was the president of the 
company during the '30s -- what was his policy as far 
as price was concerned? 


A. His policy was to try and get and I think he did make a 
very complete attempt to get other people with the under- 


standing there was only so much work available and there 
was no use in us indulging in any price war." 


(Evidence, p. 782) 


In regard to the policy of Link-Belt since 1946, Mr. 
Farley testified: 
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ia What was your policy from then on in relation -- what 


difference was there between your policy and Mr. Burton's 


before that? 


A. For one thing I wasn't interested in doing some of the 
things that had been done in the '30s of trying to get 
people to follow or at least hope to follow some of their 
prices. As far as I was concerned after that we were 
going to set our Own prices completely. And we have done 
that ever since. Mr. MacLeod asked this morning about 
these LP sheets and PB sheets. Well, there are a lot of 
things still that we must import, items that because of 
quantity it is not economical to make in Canada. Our 
parent company has a very complete price book and what 
we usually do is take their prices and find out what our 
costs are in relation to them or what they are likely to be 
and set our own list prices from which we take a discount. 
As far as we are concerned, we simply pass those over 
to Mr. Crowder and all we would hope for was that if any 
competitor saw fit to use them, and we hoped he would, 
that probably it would be best for the industry as a whole. 


2. Was there any understanding or agreement amongst your 
competitors and your company that they would use those? 


ve Never. 
x, As far as you were concerned, they were free to do -- 
A. They were free to do whatever they pleased as far as 


those prices were concerned. 
Q. Although you hoped that they would follow them? 
A, Hoped very much they would. 


Las Because you didn't want to have a price war? 


A. That's right." 


(Evidence, pp. 783-84) 


The evidence does not make clear the manner in which the 
common pricing material was distributed before the war but there is 
some indication that it may have been circulated by Link-Belt. By the 
time Mr. Crowder became Secretary of the Institute toward the end 
of 1945 the practice of is Suing the material through the Institute office 
had been established. Until about 1948 sheets containing the pricing 
information were issued by the Institute office on plain paper. Then 
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the practice was adopted of each member supplying the Secretary with 
a ''cut'' of the company's trade mark. Thereafter each member was 
supplied by the Secretary with the pricing material bearing the respec- 
tive company's trade mark on the lower right-hand corner of the sheet. 


In his evidence Mr. Crowder stated that about January, 
1953, he decided the pricing material should no longer be reproduced 
in his office and the necessary arrangements were made to have the 
reproduction done by a commercial printer (Evidence, p. 1234). 


The pricing material prepared and issued in the manner 
described above is of such a detailed and complex character that it is 
not possible to present in any summary way a comprehensive picture 
of the wide range of prices and pricing procedures which are embraced. 
It is evident that with respect to the products and processes covered 
and the application of pricing procedures to particular types of sales 
great effort has been made to establish a common basis of pricing 
applicable in all circumstances. 


System of Pricing - A significant feature of the common 
pricing material has been the use of ''List Prices''. Whatever may 
have been the origin of the list prices (the evidence does not make this 
clear) they appear, in the case of many products, to have been 
divorced from actual market prices for a considerable time. They 
have thus become nominal prices from which deductions are taken or 
to which additions are made in arriving at the current market prices. 
Because it was likely the case in an earlier period that the process of 
arriving at a market price was normally by subtraction at a given per- 
centage rate from a list price, the term ''discount'' is used to describe 
the actual basis of pricing but this term is now applied whether the 
calculation involves subtraction or addition. For this reason there are 
what might be termed "'plus'' discounts. The following comment on the 
use of list prices is-made in the Statement of Evidence: 


"List prices are not the prices to any class of the trade - 
even consumers. They are lists of prices to which discounts 
must be applied to arrive at the price to be charged any purchaser. 
One reason at least for this is the range of sizes in which parti- 
cular items are available. As an example, one sheet (Serial 
11243) giving list prices of 'WELDED STEEL PULLEYS WITH 
CAST IRON HUBS PULLEY FACES NOT MACHINED! shows one 
hundred and fifty-six different sizes, all priced separately, as 
well as seven different charges covering certain extras of altera- 
tions, etc. The prices set out bear a definite relationship to 
each other and, it may be assumed, preparing or revising such 
a sheet would involve considerable work. Hence, the practice 
apparently developed of letting the list stand as long as possible 
and effecting changes by adjusting discounts." 


pea: tee 


In the calculation of current prices from list prices, dis- 
counts are employed in two ways. In the first place, the list prices 
are reduced or increased by a given percentage to establish an actual 
price base and then, from this new base, actual reductions by way of 
discount may be made depending upon the class of customer. The use 
of discounts in this way is discussed in a later portion of this chapter. 


Although, as already pointed out, it is not feasible to 
attempt to describe in a detailed way the nature of the pricing material 
which was circulated through the office of the Institute, reference may 
be made to the different classes of material, particularly the form in 
which the various lists have been circulated in recent years. 


List Price Sheets - These sheets usually bear the notation 
"DLP" followed by a number and are headed ''Standard List Prices in 
Canada" or ''Standard List Prices in Canada as Accepted by Principal 
Manufacturers" or ''List Prices''. Sheets may be revised from time 
to time and this is usually indicated by a notation at the foot of the page, 
such as the following which appears on LP-35; ''Dec. 11/50 (Replacing 
sheet issued 12/9/37)" (LBT-9-20-2, Serial 7802). This particular 
sheet was apparently again revised the following day as there are 
further copies bearing the notation ''Dec. 12/50 (Replacing sheet issued 
11/12/50)" (JEM-11-1-172, serial 2830). The revision in the latter 
case was in the note referring to the list prices which had stated that 
freight and tax were included. In the later edition the revised portion 
of the note reads: 


''List prices above cover tripper only without chutes, gates, 
idlers, trailers, reducer brushes, motors or electrical 
equipment. Chutes, gates, idlers, trailers, brushes, motors 
and electrical equipment are to be added on the basis of the 
‘Complete Unit! schedule." 


In addition to setting out what might be termed ''general'' 
list prices, the LP sheets, in some instances, make reference to 
prices shown in catalogues of individual companies or give the prices 
by company, an example of the former is LP-2 ''Chain Coupling Pins 
List Prices", the first part of which is as follows: 


The lists in the catalogs shown have been 'trial'! checked and 
are correct. Some are more complete in listings than others. 
In case of those marked (x), either entire list is obsolete or 
there are variations from standard lists in catalogues named. 


400 


a i 


Class Pintle 
#B-16 #B-16 
26 (X) 26 (X) 
87 87 
800 800 
55 
48 (X) 


Detach 
Ewart 
Fi. or Special 
Atts. Pintle 
Dodge #B-16 #B-16 
Bittwe. 26x) 26 (X) 
Jeff. 87 87 
L-B 800 800 
Pless. 
oY oe 55 
Wie. 48 (X) 48 (X) 
December Ist, 1948 


Refuse 


#B-16 
26 (X) 
87 
800 


55 
48 (X) 


Replaces Sheet Issued October 15th, 1938'' 


Hercules 


H-Class H-Class 500 & H 


Cl. Trang. 


#B-16 
26 (X) 
87 
800 


55 
48 (X) 


(UCM-1-1-110, Serial 4232) 
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Class 


#B-16 
26 (X) 
87 
800 


55 
48 (X) 


The abbreviation, ''Fittgs'' in the above schedule probably 
refers to Fittings Limited, a firm which, among other things, manu- 
factures certain types of chain and which, according to the evidence, 
it does not distribute directly but supplies to conveyor and transmis- 


sion manufacturers who do not produce chain themselves. 


probably refers to Webster-Inglis, the former name of Webster- 


Smallwood. 
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An example of the second type of listing, that is, the 
price by individual company is sheet LP-33, the first part of which is 


as follows: 


Maker 


Dodge 
(United Steel) 


Jeffrey 


Style 
B 


: "LIST PRICES 
HAND PROPELLED TRIPPERS 


Belt Pulley 

Width Diam Frame 
18 Lz 
24 OF 
16 16 
16 16 
18 ae 
18 16 
24 20 
24 20 
30 20 
30 20 


Core kh, 1208 
py ie 1368 
Steel 1350 
Steel 1650 
Steel 1400 
Steel 1700 
Steel 2450 
Steel 2700 
Steel 2750 
Steel 3000 


List 


Weignt "rice 


Lg is ar ae 
.00 


D890 


4, 0L9 


00 


.00 
oy tO4; 
beg VOU 
APN oe pM 
2, 514. 
2,664. 
re oe 
34.200; 


00 
00 
00 
00 
00 
00 
00 


Levi 


Link-Belt 16 18 Steel 1674 2,288.00 
18 18 Steel lt2a 2,303.00 

20 20 Steel 4 2268 2,537.00 

24 20 Steel 2380 2,580.00 

Plessisville 24 1s Steet.) 1750 2203300 
24 14 Steel 2815 2 ¢S20:.00 

Stephens- 16 12 Gals 1100 1 692.300 
Adamson 18 12 Cole BigUesD 1.760600 
20 12 Seal 1200 1,820.00 

24 i Gal 1275 1,854.00 


Note - List prices above are based on Plain Bearings. For Anti- 
Friction Bearings add $277.00 to list price of Tripper. 
Subject to Disct. 


List Prices above cover Trippers only without Chutes, 
Gates, Idlers, Trailers and Brushes. 


List Prices above cover only the Trippers specifically 
described. Sizes and types not covered above MUST NOT 
be quoted without reference to Head Office. 


See Page PB-51 for Discounts. 


Dec. 11/50 (Replacing sheet issued Li/15/32)8) 
(SAM-1-1-210, Serial 3816) 


The amount of detailed pricing instructions varies greatly 
among the different products embraced by the LP sheets. Generally 
there is reference to applicable discounts and to extra charges which 
may be applied. Some sheets, for example LP-2M, ''Chain, Barking 
Drum"', contain detailed directions as to terms and delivery conditions: 


"BARKING DRUM CHAIN - NET PRICES 


Terms and Delivery Conditions 
$e vr onneitions 


(a) East of Manitoba, Saskatchewan border - Prices indicated 
for this area are delivered at Pine Falls, Manitoba, or to 
any pulp and paper mill east of there, sales tax extra if 
applicable. In addition, we allow 7 cents per 100 lbs. to 


cover cartage at destination. Terms net 30 days without 
discount for prepayment. 


aS id ee 


(b) British Columbia - Prices indicated for this area are 
delivered to any pulp and paper mill in B.C. with sales 
tax extra if applicable; no allowance is made to cover 
cartage at destination. Terms 2% - 10th proximo. 

la) Delivered prices per (a) and (b) above are based on orders 
of 101 lbs. or more. If 100 lbs. or less is specified on an 
order prices are f.o.b. factory without freight allowance. 


January 2, 1952 (Replacing sheet LP-2M issued 4/20/51)" 
(LBT-10-1-146, Serial 7959) 


In some cases quantity terms are indicated on the LP sheets. LP-39, 
for example, gives list prices for ''Salem Elevator Buckets" and has 
the following footnote ''On one order of 200 or more Salem Buckets of 
the same size and gauge, deduct 10%'' (LBT-10-1-222, Serial 8035). 
LP-40 with prices for ''Continuous Steel Elevator Buckets" has the 
following note: '"'A set up charge of $30.00 list must be added to each 
size of bucket ordered, regardless of quantity" (FOP-27-1-5, Serial 
229} 


In some instances it appears that LP sheets, for example 
LP-37 ard LP-37A to V inclusive, were issued to replace lists in 
company catalogues which were then regarded as obsolete (FOP-13-1- 
169, Serial 618), 


Price Book - Several series of sheets contain instructions 
for calculating prices for various classes of products and buyers. 
These sheets are numbered with the designation ''PB'"' which appears to 
be an abbreviation of Price Book. A considerable part of the PB sheets 
consists of schedules of discounts to be applied to the list prices in 
the LP sheets or in designated catalogues. Other parts, however, 
give general pricing. instructions and some PB sheets contain list 
prices instead of the usual course of having these on LP sheets. The 
PB sheets also contain a schedule of erection charges which has been 
revised from time to time. 


General instructions oa the use of the pricing material on 
PB sheets are given on PB-1, a copy of which, dated August 15, 1950, 
reads as follows: 


"PRICE BOOK Complete Unit 
PB-1 
List Prices: For items such as chain, idlers, pulleys, bearings, 


sprockets, etc., consult LP sheets for instruc- 
tions or list prices. 


Steel, pound For pound prices on steel, consult item 4. 
prices: Pound prices apply to aet shipping weights. 


Rec ee 


Elevator List prices on Complete Casings (per WME 1-8) 
Casings: are to be followed on all bucket sizes listed on 


these sheets. The pound price lists are only to 
be used for elevators with larger buckets. No 
greater discount must be allowed even if customer's 
steel drawings are complete in all particulars. 

Discounts: Use 'Complete Unit' discount sheet herewith. 
Although the discounts on most corresponding 
items are the same on both 'Complete Unit' and 
'Merchandise' discount sheets, the 'Complete 
Unit' discount sheet covers a number of items not 
covered by the 'Merchandise!' sheets. On certain 
items, such as keyseating, etc., a different 
method of pricing applies. Always use the 
"Complete Unit' price sheets. 


Consumers - All orders and inquiries from con- 
sumers, except 'AB' customers, per PB-104-5 

and special consumers, per PB-16-b, should be 
priced on #1 basis, and add Engineering charges 
per sheets 9-to vl 


All orders and inquiries from customers on 'AB! 
list per PB-104-5, and special consumers per 
PB-16-b- price according to customer's indivi- 
dual discount rating as indicated, and add Engi- 
neering charges per sheets 9 to ll. 


Resale - All orders and inquiries from #2 un- 
listed dealers, also from #3 listed jobbers, per 
PB-100-2 and 'C', machinery manufacturers, per. 
PB-106-7- price according to instructions on 
sheets PB-16 and PB-l6a, and allow commissions 
as indicated 

Delivery: All prices are net f.o.b. factory with freight 
allowed to any rail destination in Ontario or the 
east and also certain boat points per 'Delivered 


Prices'. See sheets under the latter heading for 
details. 

Sales Tax: All prices are 'Federal and/or Local Sales Taxes 
Extra’, 


Engineering Add" Engineering charges' as set forth on sheets 
Charges: 9 to 11 inclusive. 


We stern This schedule does not apply to Manitoba, 
Prices: Saskatchewan, Alberta or British Columbia. 
(See 'Prairie Data Schedule’). 


Aug. 15th, 1950 (Replacing sheet PB-1 dated 5/22/46)" 
(SAM-1-1-40, Serial 3644) 
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The sheets immediately followiag deal, in the main, with groups of 
products and give applicable pricing instructions for each group. In 
some cases, list prices are set out for particular products. PB-3 
(LBT-10-1-36, Serial 7851) contains instructions for pricing ''Pur- 
chased items not otherwise specified in this schedule. . . ."' The 
instructions for pricing such items read as follows: 


"Include at Manufacturers freight allowed consumers price if 
known. If manufacturers price does not include duty, exchange 
and freight, add them to his consumers price. 


If manufacturers consumer price is not known, add 20% to 
cost, such cost to include duty and exchange, if imported. 
Then add freight to destination from shipping point. 


This method of figuring items is not to be followed if the other 
schedules herewith cover the purchased item. For example, 
a friction clutch or a base plate, even if purchased, should be 
priced according to schedules covering these items and not 
according to the purchase price." 


(LBT-10-1-36, Serial 7851) 


Sheet PB-17 contains a schedule of discounts applying to 
the products or groups of products covered on the preceding sheets. 
The revisions in this sheet illustrate one method by which prices are 
changed by changing the rate of discount. Under the conditions pre- 
vailing in recent years the general trend has been to increase prices. 
Copies of sheet PB-17 among the exhibits in the inquiry show revisions 
in rates of discount between August 18, 1941 and December 18, 1950. 
The following table shows the information on PB-17 as of December 18, 
1950, together with the rates of discount shown on earlier sheets. 


PéR1.C BBO OK Complete Unit 
PB-17 

Discounts applicable to all classes of customers 
(except that resale discounts apply as set forth 
on sheets PB-16 and PB-16a) on list prices given 
on Pages PB-3 to PB-13 inclusive. Resulting 
net prices include delivery and are sales tax 
extra per sheets PB-1, 80 and 81. 


Page Item Description Discount 
(Dec.18/50) (Dec.11/50)( Mar.14/47) (Aug.18/41) 


PB-3&4 4a Bunkers,columns and 
track hopper girders 
up to 20,000# 
List 17¢ per lb. Plus 100 Plus 70) Cost plus’ Cost plus 
20,001 to 50,000# ) 15% * 15% 


Desc, ake 


Page Item Description Discount 
(Dec.18/50) (Dec.11/50) (Mar.14/47) ( Aug.18/41) 


PB-3 © 4a ..(cont'd.) 


& 4 List, l6¢ per lb: Plus 100 Plus 70) Cost plus Cost plus 
50,001# and over ) 15% * 15% * 
Dist [5¢ peraib: Plus 100 Plus 70) 


PB-4 4b Track and other 
hoppers, gratings 
and hopper supports Plus 100 Plus 70 Plus 30% # Net 


PB=5 \4e" Liphter Hoppers; 
Chutes, etc. Plus 125 Plus 95 Plus 30% Net 


PB-5 4d Belt and other types 
& 6 of conveyor supports, 
stringers,decking, 
shuttles, head and 
tail frames Plus 115 Plus 85 Plus 20% #10 


PB-6 4e Conveyor Troughing Plus 115 Plus 85 Plus 20% -10 


PB-( 46 )Chain‘tracks*and 
& 8 wearing strips Phisili5o *Plus285) 9Pins.20% -10 


PB-8 4g Towers, etc. Plus 100 Plus 70 Plus 30% Net 


PB-8& 4h Ladders,Handrails, 
9 Stairs, etc. Plus 135 Plus 105 Plus 30% Net 


PB-9 Miscellaneous, Apron 
& 10 4j feeder frames,beams 
except as in 4b, 
Bents, Gear Guards, 
Shaker Screens, 
Weigh Larrieg and 
Larry Trucks Plus 120 Plus 90 Plus 20% -10 


PB-10 4k Elevator Casings, 


smaller than 10'"x 5" Plus 150) Plus 80 Plus 15% -15 
10 x 5 and larger Plus 105) 4 3 26 3k 26K 


PB-11 5b Buckets smaller 
than those listed Plus 155 Plus 120 Plus 65% +25 


(*) Prior to 1950 no list prices are shown and there is no classification 
by weight 


(**) Prior to December 18,1950 there is only one class shown. 


Bn ae 


Discount 
(Dec.18/50) (Dec.11/50) (Mar.14/47) (Aug .18/41) 


Page Item Description 


PB-11 5c Buckets,Gravity Dis- 

charge(V Bucket) Plus 155 Plus 120 Plus 65% +25 
PB-11 6 Apron Pans and 

steel scrapper con- 

veyor flights Plus 165 Plus 130 Plus 75% +30 
PB-11 7 Base plates,cast 

iron or welded steel Plus 150 Plus 120 Plus 65% +25 
PB-12 9 Friction Clutches Plus 140 Plus 110 Plus 55% +40 
PB-12 10a Gates, duplex Plus 150 Plus 120 Plus 65% +25 
PB-13 10b Gates, single under- 

cut Plus 150 Plus 120 Plus 65% +25 
PB-13 12 Keyseating of 

Shafting Plus 90 Plus 65 Plus 25% +25 


See Sheets 9 to 11 for "Engineering Charge'"' 


(Based on UCM-1-1-35,Serial 4157, 
SAM-5-41-2, Serial 3364, 
DMD-12-1-84, Serial 10745, 
TSA-2-1-13, Serial 9533) 


There appear to have been no PB sheets numbered from 
18 to 38 inclusive. Sheets PB 39 to 52 deal, in the main, with indivi- 
dual products and give the discounts which are to be applied to list 
prices. For example, reference has been made in the discussion of 
LP sheets to LP-33 which deals, in part, with hand propelled trippers. 
The instructions on that sheet were to ''See Page PB-51 for discounts". 
Sheet PB-51, as revised on November 5, 1951, is as follows: 


GRR ING Was Oso Complete Unit 


PB-51 
DISCOUNTS 
TRIPPHRS ie #2 #3 #4 
Hand-propelled (per LP-33) -28 -28-5 -28-10 -28-10 


Self-propelled (per LP-33-34) -28 -28-5 -28-10 -28-10 


Self-reversing (add 10% to list 


prices on LP-33-34 and apply 


discounts) -28 -28-5 -28-10 -28-10 


ere 


Trippers (cont'd.) #1 #2 #3 #4 
Motor-propelled (per LP-35) -28 -28-5 -28-10 -28-10 


The list prices for all trippers are 
based on babbitted bearings and extra 
list prices for anti-friction bearings 
are given on LP-33-34-35. The above 
discounts apply to the extra for anti- 
friction bearings. 


The list prices for all trippers do not 
include chutes, gates, idlers, trailers, 
scrapers, cleaning brushes, motors or 
electrical equipment. All of these items 
are to be added on the basis of the 
‘Complete Unit achedule. 


WEIGH LARRIES 


Hand-operated and motor-propelled 
(List Prices on LP-36) +60 +60-5 +60-10 +60-10 


Weigh Larries must not be sold as 
merchandise. Add engineering 
charge as outlined on sheet 11 of 
Complete Unit General Notes, whether 
it is figured alone or in conjunction 
with other equipment. 


SEE SHEETS 9-11 FOR ENGINEERING CHARGES | 
'AB!' Discount is same as #1 discount. 
'C' Discount is #1 Discount less 10%. 
Nov. 5/51 (Replacing sheet PB-51 issued Dec. 14/50)" 
(JEM-11-1-61, Serial 2716) 


It will be recalled that the list prices shown on sheet LP- 
33 for hand propelled trippers were for products of individual com- 
panies separately specified and that there were variations in the 
descriptions and prices of the various models. The rates of discount 
shown on PB-51 are uniform for the various classes of products listed. 
It will be noted that the discounts are shown in four columns. These 


relate to classification of customers which is also covered by PB 
sheets and which will be discussed below. 


et ee 


Another series of pricing material sheets are designated 
WME and deal with list prices for elevators. They are referred to 
in PB sheets and apparently formed a related series. Other sheets 
were circulated with price information relating to British Columbia. 
These are designated ''V"' for Vancouver. Another series of sheets 
relates to the Prairie Provinces. The latter will be discussed ina 
later chapter. 


Erection Charges - Two sheets, PB-14 and 14A contain 
schedules for erection charges when a customer asks for the material 
purchased to be erected by the supplier. The instructions on these 
sheets provide for two methods of quoting erection charges. Under 
the first method a per diem rate is quoted for the services of an 
erection superintendent, plus travelling and living expenses for jobs 
other than in Toronto and Montreal. If the erection superintendent 
also undertakes the hiring of workmen, the customer is to be charged 
the wages of such workmen plus 10%. The latest revision of PB-14 
among the exhibits, appears to be one dated December 1, 1948, and 
gives the rate for an erection superintendent at $35.00 per day of 8 
hours. The following note has appeared on PB-14: 


"NOTE - DO NOT quote a lump sum on the services of an 
erection superintendent EXCEPT after consultation. 
This method (quoting a lump sum on erection suprein- 
tendent's [sic] time) is not desirable. Always sell such 
services whenever possible on the per diem charge 
above. The lump sum method is NOT to be offered to 
customer and is to be given him only on his special 
request and only after consultation."' 


(SAM-1-1-58, Serial 3662) 
Sheet 14A gives instructions for erection charges when the customer 


asks for a lump sum price including erection. A revision of PB-14A, 
dated December 11, 1950, reads as follows: 


BRR IG OBO Kh PB-14A 
ERECTION CHARGES 
ITEM 
13 Erection Charges:- 
Cont'd. 


If customer, after receiving per diem quotation as 
above, demands a lump sum price including erection, 
quote in accordance with (2) below:- 


(2) For complete erection add to the delivered selling 
price as follows:- 


- 38 - 


UP to ---- 1,999 lbs. Stonsbasistob 35000 per dae 
only. 

2,000 to 2,500 lbs. $320.00 per ton of 2,000 lbs. 
2. 501.to3 , 00Odbes se G0r = head A " " 
3, 00. to, 500" ha SODsUO ye Lt) ah | " " 
32501 to 4, 000bes e2g0. Gr ite ot " it 
4001 to 5,000" bsne2ce400r re " " 
5 O0b to 6,000:lbes 270,007) 9) Veen 
6.00lto 7, 000 thax 2600000 1) ah ewmmne Ge 
7 00:).to-85 Q008 DS ek 2oUR OE Ot Lat " " 
8.001:40°9, 000nlbss. 2400 00 4) 0 ian eee 
9.001 to10;,0001bs a¥230.000!'u ee een 
10,001 tol1,000 ibs; 220,00). 90's Taman 
1,001 to 12,000 ths. 210,007) yy te ee 
12,001 to24,000Ibs.- 205.000") setae umn anne 
24,001 and over 200200 nati ee " it 


In figuring erection charges, use the next higher 
quarter ton above the figured shipping weight without 
packing. To illustrate the method note the following 
examples:- 


2,550 lbs. shipping weight equals 3,000 lbs. 
erection weight times $310.00 equals $465.00 


3,105 lbs. shipping weight equals 3,500 lbs. 
erection weight times $300,00 equals $525.00 


5,250 lbs. shipping weight equals 5,500 lbs. 
erection weight times $270.00 equals $742.50 


December 11, 1950 (Replacing sheet issued Dec. 1/48)"' 
(UCM-1-1-30, Serial 4152) 


Complete Unit General Notes - Reference has already been 
made to some provisions of the Complete Unit General Notes as 
revised in 1949, The earliest compilation of similar material included 
among the exhibits is contained in the minutes of a meeting on July 25- 
26, 1934, which, it will be recalled, was in the period of the associa- 
tion which preceded the formation of the Institute. The companies 
listed as represented at this meeting were Bond Engineering Works 
Ltd., Dodge Mfg. Co., Jeffrey Manufacturing Co. Ltd., Link-Belt 
Limited, Stephens-Adamson Mfg. Co., Plessisville Foundry Ltd. and 
Webster-Inglis Co, Ltd. The pricing material for engineering and 
related matters was described in the minutes at this time as a "pricing 


agreement". The first part of the pricing instructions contains the 
following: 


85 x 


"Engineering: 


It was concluded that the method of pricing engineering, as well 
as course of action after prices are submitted, be adopted. 


After August 6th, 1934, engineering proposals are to be 
submitted on the basis of the 'Engineering Schedule! as given 
below. 


It was considered a definite obligation on the part of each 
member, that he will maintain the good will of the association 
(in spite of mistakes or misinterpretations which may be made 
by others), pending fair trial and probable revisions in certain 
provisions of this agreement. 


The pricing agreement is as follows: 
PRICING OF ENGINEERING JOBS. 
(1) List and discount agreed-to items in engineering jobs. 


All regular list and discount items are to be 
figured into engineering jobs on the basis of #1 
discount, except customers shall enjoy their 
regular discount on merchandise. 


(LBT-1-1-8, Serial 6489) 


The minutes set out a scale of engineering charges, which subject 
subsequently was included in Complete Unit General Notes, and also 
a scale of erection charges. The latter subject was embraced sub- 
sequently in PB sheets. The minutes suggested consultation among 
members on items which were made by a group member but not in- 
cluded in any list or schedule. The following reference is contained 
in the minutes to Elevator Casings: 


"(11) Elevator Casings: 


Data has been supplied to each member which shows 
these casings so arranged as to price that no matter 
what the design is, provided itis a standard elevator, 
the steel prices are the same. This is in spite of some 
variation in weight, design of head and foot sections,etc. 
These sheets are numbered | to 8 and for identification 
purposes carry the initials 'WME' on the lower right 
hand corner." 


(LBT-1-1-10, Serial 6491) 


66537—4 


AY 


It will be recalled that a series of sheets bearing the designation WME 
has continued to be circulated with the pricing material described 


above. 


Another section of the minutes contained a graduated 
scale of maximum commissions to jobbers for assistance in making a 
sale which ranged from 10% on orders up to $1,000 to 2% on orders 
over $20,000. Another section reads as follows: 


'Y15) It is entirely permissible to quote alternates as 
desired in connection with machinery specifications." 


(LBT-1-1-11, Serial 6492) 
The first part of the following section is as follows: 


(16) The members agree to use scheduled lists and discounts 
(transmission, chain, steel schedule, casings, erection, 
engineering, resale item, etc., etc., as well as other 
items as subsequently arranged for) in the preparation of 
engineering estimates, and earnestly endeavour to main- 
tain this level. 


The members all feel that the free exchange of informa- 

tion among members is highly desirable as it will permit 
more uniform quotations and will also secure for the suc- 
cessful member a satisfactory and fair price. 


(LBT-1-1-11, Serial 6492) 


The earliest copy of Complete Unit General Notes compiled 
as a separate document which is contained among the exhibits is a 
document from the files of Link-Belt which is headed "'Complete Unit' 
Pricing Schedule - General Notes''. The first page bears the date 
1-27-41 while most of the other sheets are dated 7-3-39. As portions 
of this document have similar or closely parallel wording to portions 
of the Complete Unit General Notes as revised in 1949 note may be 
taken of some sections which deal with the same subjects but in which 
the wording was modified in the 1949 revision. Both documents have 


a paragraph dealing with terminal grain elevator equipment which 
reads as follows, in the two editions: 


1941 1949 


''2(a) On inquiries Specifying "3. On enquiries specifying 
Terminal Grain Elevator equip- Terminal Grain Elevator equip- 
ment, received from terminal ment, received from terminal 
grain elevator operating com- grain elevator operation com- 
panies for bulk grain handling, panies for bulk grain handling 


ae Ki Poe 


or from consulting engineer- 
ing companies, and/or specifi- 
cations for such operating com- 
panies, or for Marine Leg 
equipment, open pricing is to 
apply. This open pricing does 
not apply to country or inland 
elevators, nor to replacement 
items for any of the above. On 
material for such country or 
inland elevators or to the re- 
placement items, regular 
prices are to apply." 


(LBT-8-16,Serial 6893) 


or from consulting engineering 
companies, and/or specifi- 
cations for such operating com- 
panies, or for Marine Leg 
equipment, consult head office 
for pricing policy. Our 
regular list and discount pric- 
ing applies to country or inland 
elevators, and replacement 
items for any of the above in 
this paragraph." 


(UCM-1-1-2,1-1-3,Serials 
4124-25) 


A change appears between the two documents in a paragraph 


dealing with items not in the Price Book as indicated in the following 
extracts: 


"(q) Do not fail, if 'Price Book' 
does not cover items which you 
must include in your total, to 
confer with other known bid- 
ders as to proper price on such 
‘uncover items!'. Agreement 
between all bidders on such 
items should be reached and 
your bid should include such 
agreed price.'' 


(LBT-8-16-4,Serial 6875) 


"(1) If our 'Price Book! does 
not cover items which you must 
include in your total, do not 
fail to confer with head office 
as to proper price on such 
terms..." 


(UCM-1-1-7, Serial 4129) 


Some paragraphs, including the following, were dropped 


"¢ 1) 


entirely in the 1949 revision of the Complete Unit General Notes: 


Do not advise any customer that we will supply (or have 


supplied) any part of a job to our competitor. 


(m) 


list prices, discounts, etc. as we do. 


'General Notes’. 


(n) 


Do not divulge names of competitors who use the same 


See paragraph 12 under 


Do not solicit an inquiry from a customer if you have 


learned of such inquiry from one of your competitors. 


(0) 


Do not fail, in figuring an estimate in which a competitor's 


material is specified (such items not being covered by the 'Price 
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Book') to get in touch with the competitor whose material 
is specified, in order to ascertain correct price." 


(LBT-8-16-4, Serial 6875) 


The minutes of 1934 and the Complete Unit General Notes 


have contained, in each case, provisions respecting the extent to 
which the prices of a complete unit may be reduced after a quotation 
has been given and a lower counter-offer is made by the prospective 


customer. 


The provisions for price reductions and for engineering 


charges appear as follows in the later edition of the ''Complete Unit"! 
General Notes: 


1% 


14, 


15, 


"PRICE ADJUSTMENTS 


You are permitted to reduce your figured price on 
Original of revised specifications (made up from our 
'Price Book') up to 5% of the total price, provided:- 


(a) You do not offer any reduction or intimate 
that you are open to an offer, and 


(b) The customer offers you the job at a price 
not more than 5% below your quoted price, on 
either original or revised specifications 


or 


(c) If offer in (b) exceeds 5% you may accept the 
order with up to 5% reduction, provided 


(d) That you obtain the order during the conversa- 
tion in which the offer was made in (b) or (é)}2 


The provisions of all paragraphs in this section apply 

only to 'Complete Units' and, under no circumstances, 
to 'Merchandise'. See section 'General Notes! , which 
distinguish between the two classes of jobs. 


(a) Estimates for 'Complete Units! are to be priced from 
the list prices and discount sheets following. An 


engineering charge is to be added to the total of the items 
involved, see Paragraph 17. 


(b) For the purpose of the following paragraphs the term 
‘figured! price is used to indicate the price on which 
'Engineering Charge' is to be added. This price is the 


total of all items of machinery steel, etc. The only items 


omitted from total are those specifically enumerated under 


i i i a ie a ee a 
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ate 


paragraph 16. 
ENGINEERING CHARGES 


The paragraphs following will serve as a guide to the 
procedure of applying 'Engineering Charges' to 'Complete 
Unit' jobs. While the list of types of 'Complete Units' 

is not intended to be complete, it does indicate all the 
types which may contain items on which 'Engineering 
Charges' do not apply. Other than the items stated with 
a class of 'Complete Unit' and the exclusions noted at 

the bottom of the list, apply the 'Engineering Charge! to 
all items included in any specification. 


Apron Conveyors. 
Barrel, Keg, Cask and Tray Elevators. 
Belt Conveyors. 
NOTE: Do not include idlers or belt when 
computing engineering charges. 
Bucket Elevators. 
NOTE: Include all items including belt for 
peit elevators. 
Bunkers, Bins and Hoppers. 
Car Hauls. 
Chain Conveyors. 
NOTE: To pulp and paper mills only, do not 
include chain for chain Conveyors. 
For all other customers, include the 
chain in computing the 'Engineering 


Charge'. 
Chutes. 
Crushers. 
Drag Conveyors -- See note under chain conveyors 
above. 
Feeders -- belt; screw; vibrating, including both 


electrical and mechanical; reciprocating 
and apron. 
NOTE: Include belt when computing engineering 
charges for Belt Feeders. 
Flight Conveyors -- See note under chain Conveyors 
above. 


Gates and Valves. 

Gravity Discharge (GD) Elevator - Conveyors. 

Mold Conveyors - gravity or power driven. 

Pivoted Bucket - Elevator - Conveyors. 

Repulpers. 

Sand Aerators. 

Scraper Conveyors -- See note under chain Conveyors 
above. 
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Screens - revolving; vibrating; shakeout; reciprocat- 
ing and shaking. 
Screw Conveyors and Accessories -- See notes in 
Paragraph 2. 
Shuttle Belt Conveyors. 
NOTE: Include belt when computing engineering 
charges for Shuttle Conveyors. 
Skip Hoists. 
Slat Conveyors -- See note under chain Conveyors 
above. 
Trolley Conveyors. 
Weight Larries. 


17. On all 'Complete Units', the 'Engineering Charge! is to be 
computed as follows: 


If the net 'figured' (See Paragraph 15(b)) price comprising 
the total of all list and discount items, steel, motors, 
drives, etc., except erection charge, is:- 


BETWEEN PROCEDURE 


$ 0.00 and$ 500.00 Add 35% to 'figured' price 

$ 500.01 and$1,000.00 Add $165.00 plus 20% on 
amount by which 'figured! 
price exceeds $500.00 

$1,000.01 and $2,000.00 Add $265.00 plus 15% on 
amount by which 'figured! 
price exceeds $1,000.00 

$2,000.01 and over Add $415.00 plus 12-1/2% on 
amount by which 'figured! | 
price exceeds $2,000.00 


(UCM +1 -1-945hsE510, T-1-19, tele tee 
Serials 4131-32-33-34) 


The scale of charges shown above appears on sheet #11 
which has a footnote "Dec. 11/50 (Replacing sheets #11, 12 & 13 of 
complete unit 'General Notes! dated 5/18/49)."' The sheets which 
were replaced had apparently contained three scales of engineering 


charges depending upon the types of equipment and the revision set up 
a single scale, 


Classification of Customers - Reference has already been 
made to the fact that the system of pricing embodied in the material 
distributed through the office of the Institute provided for certain dis- 
count categories depending upon the classification of the customer. 

In some of the examples given earlier of the pricing of certain products 
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some of the discount categories have been indicated. Mr. W. T. E. 
Smith of United Steel was questioned about discount categories and the 
following is included in his evidence: 


AY 1 is a consumer of the merchandise; 2 is a non- 
stocking re-seller; 3 is a stocking re-seller; 
4 is to members of the Institute; AB is to the 
Pulp and Paper Companies; and C is to machinery 


manufacturers who purchase for incorporation. 


Qi Does your company maintain lists of persons entitled 
to the various discounts? 


A. Yes, there are lists available. 


oF Does the Institute from time to time issue PB sheets 
listing persons or firms available for various discounts? 


A. Yes; 
Oy Who prepares those PB sheets? 
A. Oh, I suppose they are printed at the Institute. 


Q. Where does the Institute get its information from in 
order to prepare sheets for the use by your company? 


A. We might decide a fellow is going to put in a stock of our 
products at a given place, and we would simply tell the 
Institute that this fellow -- that he was setting up as a 
distributor. 

Q. And would it be normal, then, for that man's name to be 


added to that list under that particular category? 


A. It was usually added, although there were occasions when 
it was not. 


Q. And I suppose, similarly, there were occasions when 
names were removed? 


A. I think names have been removed. A fellow might go out 
of business, and would not --- 


Q. Yes. Would the PB sheets show a complete list of firms 
in Canada, say, entitled to the particular discounts? 


A. No." 
(Evidence, pp. 591-2) 


Pag be 


The index to discount classifications had apparently been 


given for some time on sheet PB40 but a sheet, PB1l6-b, dated August 
15, 1950, contained in Exhibit M43, bears the following footnote 
"(Replacing PB40 issued 5/22/46)''. The sheet of August 15, 1950, 
included an escalator clause to be incorporated in quotations and ina 
re-issue of sheet PB 16-b on October 9, 1950, the excalator clause 
was dropped and the following note appears ''Refer to sheet PBO-A 
dated 9/21/50 for new escalator clause''. Sheet PBl6-b as revised on 
October 9, 1950, reads as follows: 


eas Erg ae Complete Unit 


PBI16-b 
Discounts 


Index to Discount Classifications 


. | Consumers except special list below. 
. 2 Special consumers (see list below). 
. 2 Unlisted dealers - see paragraph #17(a), page PB-16. 


(see note below) 


. 3 Listed jobbers (PB-100-2) - see paragraph 17(b), pages 


PB-16(a) (see note below) 


AB Pulp and paper mills, some sawmills - see list AB 


(PB-104 and 105) 


C Machinery manufacturers, per list C (PB-106 and 107) 


(see note below). 


Note: Paragraph #17(a), (b) and (c), sheets PB-16 and 
16(a) apply to all resale customers whether #2 unlisted 
dealers, #3 listed jobbers or 'C' machinery manufacturers. 
Refer to those paragraphs when quoting prices for resale. 


Special Consumers 
ie se ea Bic setae OE Sth 


The following consumers may receive discounts as indi- 
cated after their name. 


Discount 


Canada Cement Co. Ltd. Z2-S 
Canners Machinery Co. 2-# 
Canadian General Electric Co. Ltd. 1-P 
Canadian Westinghouse Co. Ltd. 1-Pp 
International Nickel Co. of Canada Ltd. 2-S 
St. Mary's Cement Co. Ltd. 1-X 


# - Including steel split pulleys 
P - C prices on pulleys only 
S - #1 on steel split pulleys balance #2. 


X - #2 0n heavy sectional or helicoid only, balance 
as indicated. 


ww A 


(Refer to sheet PBO-A dated 9/21/50 for new escalator 
clause). 


Oct. 9th 1950. (Replacing PB1l6b issued 8/15/50.)!' 
(UCM -1-1-34, Serial 4156) 


It will be noted from the classification set out in PB16-b 
that category No. 2 includes a list of special consumers in addition to 
dealers. In his evidence Mr. Smith referred to a dealer in this class 
as a ''non-stocking re-seller'' whereas the description in the index is 
"unlisted dealers''. This would appear to imply that the discount was 
applicable to dealers not specified in any list. Whether Mr. Smith 
intended to indicate more than this in stating that the PB sheets would 
not show a complete list of firms receiving discounts is not clear from 
his evidence. 


The index to discount classifications contained in sheet 
PB16-b has cross-references to certain other PB sheets. One 
reference is to paragraphs 17(a), (b), (c) on sheets PB-16 and 16(a). 
These paragraphs read as follows on sheets dated December 11, 1950 
and August 15, 1950, respectively: 


it 
. 


17(a) Resale prices to #2 unlisted dealers: 


Note: (1) These rates of commission are to be used ex- 
clusively for quoting #2 resale customers (see 
notes on sheet PB-16b. The #2 discounts set 
forth on the discount sheets covering 'Complete 
Units' are only to be used for 'special consumers'. 


{2) When #2 resale customer buys a 'Complete Unit' © 
job in his own name and resells to his customer, 
you may allow the commissions set forth below 
as a discount. Such #2 customer must be told 
what the #1 consumer price is to be. 


(3) The commissions below only apply when #2 re- 
sale customer is selling to a #1 consumer. If 
the concern to whom #2 resale customer intends 
to sell enjoys #2, AB or C discounts or a combi- 
nation of them you should explain that such 
business is handled direct by us and that no re- 
sale discount can be allowed. 


Give #2 dealer the price to #1 consumer. Allow them the 
following rates of commission on net price with freight 
deducted: 


Ge 
(b) 


222.0% 


When price of job (less freight) is between: 


$ .00 and $1,000.00 allow 8% 


$1,000.01 and $2,000.00 allow $80.00, plus 6% on amount 


by which price exceeds $1,000.00 


$2,000.01 and $3,000.00 allow $140.00, plus 5% on amount 


by which price exceeds $2,000.00 


$3,000.01 and $5,000.00 allow $190.00, plus 4% on amount 


by which price exceeds $3,000.00 


$5,000.01 and more allow $270.00 plus 3% on amount 


by which price exceeds $5,000.00 


(SAM-1-1-61, Serial 3665) 


Resale prices to #3 listed jobbers (see sheets PB 100-2 for 


names): 


Note (1). 


Note (2). 


When #3 jobber buys a 'Complete Unit! job in his 
own name and resells to his customer, you may 
allow the commission set forth below as a dis- 
count. Such #3 jobber must be told what the #1 
consumer's price is to be. 


The commissions below only apply when #3 
jobber is selling to a #1 consumer. If the con- 
cern to whom #3 jobber intends to sell enjoys #2, 
AB or C discounts or a combination of them, you 
should explain that such business is handled 
direct by us and that no resale discount can be 
allowed, 


Give #3 jobber the price to #1 consumer. Allow #3 jobber 
the following rates of commission on net price with freight 


deducted, 


When price of job (less freight) is between: 


$0.00 and $1,000.00 allow 10% 


$1,000.01 and $2,000.00 allow $100.00 plus 8% on 


amount by which price ex- 
ceeds $1,000.00 


$2,000.01 and $3,000.00 allow $180.00 plus 7% on 


amount by which price ex- 
ceeds $2,000.00 
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$3,000.01 and $5,000.00 allow $250.00 plus 6% on 
amount by which price ex- 
ceeds $3,000.00 

$5,000.01 and over allow $370.00 plus 5% on 
amount by which price ex- 
ceeds $5,000.00 


17. Resale Prices to 'C' machinery manufacturers (see 
(c) sheets PB-106 and 107 for list of names) 


Prices on complete unit jobs for 'C' machinery manu- 
facturers are to be figured at the consumer discount, plus 
engineering charges, and apply the 'C' discount of 10% to 
the complete job. This also includes the list of special 
consumers on PB-16-b but does not include 'AB' customers 
on which 'C' machinery manufacturers do not get protec- 
tion. As usual, the 'C' machinery manufacturers should 
be told the price to the consumer as well as his cost. 


(SAM-1-1-62, Serial 3666) 


Another cross-reference on sheet PBl6-b is to lists con- 
tained in sheets PB100-107. Sheets PB100-102 contain list of jobbers 
in two groups. The first list on sheets PB 100 and 101 is entitled 
"List of Jobbers on #3 List''. The latest copies included among the 
exhibits are dated February 3, 1953 in the case of PB 100 and 
November 3, 1950 in the case of PB101. The following note appears 
under the heading on PB100: 


"Note: Those names marked with 'X' indicate some exceptions 
to the regular #3 schedule of prices, and explanations of 
these exceptions are given following the names so marked." 


(SAM-9-1-2, Serial 3576) 


The exceptions after the names so marked vary in terms. Some ex- 
amples are: ''May be quoted stockers' prices on steel split pulleys, 
and #3 on balance''; ''May be quoted #4 discount on certain class of 
chain. See discount schedule"; ''May be given #3 on chain only, #2 on 
balance". 


PB102 is a sheet headed '#3 Schedule on Wood Split Pulleys 
Only #2 on Balance''. One copy contained among the exhibits bears 
the date 12-12-38 and lists 12 firms. Another copy contained in 
exhibit M43 is undated and lists 14 firms, including the 12 appearing 
on the dated list. 


antes 


PB103 to 106 inclusive are entitled ''Schedule 'AB' Pulp 
and Paper Mills''. A revised copy of PB103, dated October 24, 1951 
has the additional heading "Only Mills Listed to be Given This Dis- 
count - All Others Get #1 Thraghout'' (JEM-11-1-70, Serial 2725). 
Appended to the concluding page of the list of pulp and paper mills, 
PB105, is a list of sawmills with the following head note: 


"The following sawmills may be given 'AB' discounts on 
chain & sprockets only.'' (SAB-1-10-7, Serial 12227) 


PB sheets 106 and 107 are entitled ''Schedule 'C'"', The 
firms listed on these sheets are described in PB16-b as machinery 
manufacturers and in the evidence of W. T. E. Smith as machinery 
manufacturers who purchase materials to incorporate in their products. 


The rates of discount set out in the pricing material for 
different classifications of customers vary for different products and 
not all classes of customers are listed for each product. For example, 
on some PB discount sheets it is indicated that prices to AB customers, 
pulp and paper mills are the same as for class #1. An illustration of 
a product having discounts of all types is that of malleable, heat- 
treated and steel chain, the discounts for which are shown on PB39. 
The following are two items from this sheet together with footnotes: 


"MALLEABLE, HEAT-TREATED 


AND STEEL CHAIN # 1 #2 #3 AB 
Ewart - J upto & incl.#77 155 ot 155-~5, 4] Sook? 2 de i ig 
#4 
+155-20 NE 


TEC! & 55" Class: 
Stock Sizes, Heavy Type Tho RSS S ele sg Ee 
#4 
+78 M 
NB - #4 Discounts indicated by Suffix 'NB' are correct for 


malleable chains only. On heat-treated chains the additional 
discount beyond 'base! is to be 15% instead of 20%. 


M - These discounts may be extended to Mathews Conveyor Co., 
Jervis B. Webb Co., and Lamson Co. 


'C' Discount is #1 discount less 10%!"' 


(FOP-5-8-1, Serial 734) 


bi ee ve 


The PB sheets relating to classification of customers and 
the lists are revised from time to time and new sheets incorporating 
the changes have been circulated in the same manner as the other 
pricing material. 
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CHAPTER IV 


CIRCULATION OF PRICING MATERIAL RELATING 
TO PRAIRIE PROVINCES 


1, Evidence as to Arrangements between Eastern 
RATT Bs | te thal eta Ta Sacked ~ tee bab ated AO clediialh iDhenaivtebes BN 
and Prairie Manufacturers 


A system to provide for the pricing of certain classes of 
merchandise with particular reference to the Prairie Provinces was 
worked out in the period prior to the outbreak of World WarlIl. The 
general principles which were to be applicable to designated manu- 
facturers in Eastern Canada and in the Prairie Provinces were set 
out in a document entitled ''Prairie Agreement''. Selling prices under 
the ''Prairie Agreement" were to be arrived at by the use of prairie 
discounts which were itemized separately for Winnipeg and Calgary 
and Edmonton. These were designated ''W"' for Winnipeg and ''CE" for 
Calgary and Edmonton. The arrangement thus embraced the general 
principles for the pricing of merchandise and the detailed prices them- 
selves. This is indicated by an index which was attached to a copy of 
the ''Prairie Agreement" found in the files of Standard Iron and which 
is as follows: 


"P-1604 
PRAIRIE AGREEMENT 
INDEX: 
Principal agreements page 1605 
Terms, taxes, guarantees, etc. 1607 
Rules 1608 
Ethics 1609 
Agent relations 1609 
Special discount ratings 1610 
Transmission details 1611 
Chain details 1612 
List prices 1613 


a ae 
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Definitions 1614 

Miscellaneous 1614 

Winnipeg discounts 1618 
PEF/46 Calgary, Edmonton discounts Locou 


(SEW-2-1-2, Serial 16786) 


The association of discount sheets and the general arrange- 
ment on prices appears to have existed from an early period in view 
of the following letter of March 16, 1936, from Link-Belt to Standard 
Iron: 
"Enclosed are the three copies of the new prairie dis- 
counts which you requested. Please destroy your old sheets 
bearing the same numbers. 


Note, please, that sheets P1600 to P1615 inclusive are 
still effective as originally written. 


The new schedule is to become effective March 23rd, 


1936." 
(SEW-12-6, Serial 16651) 


There is no copy of the "Prairie Agreement'' in evidence 
dated as early as 1936, but one copy among the exhibits has some pages 
dated May 1, 1937, September 16, 1937, March 11,1933, Agziley 
1939, July 3, 1939 and October 23, 1939. It will be noted, however, 
that in the index given above, sheets preceding page 1618 contained the 
general principles of the ''Prairie Agreement'"' and later pages con- 
tained the details of discounts. The minutes of the Institute indicate 
that during a period beginning in 1947 some efforts were made to revise 
the ''Prairie Agreement" but the evidence does not disclose that a 
revised agreement came into effect. 


W. T. E. Smith of United Steel gave the following evidence: 
gS What do you mean by 'the Prairie agreement! ? 

A. At one time long years ago there was an attempt made to 
set down in some sort of order a standard method of mer- 
chandising in the Prairie Provinces. It was never very 
effectual. Its scope was limited, and I think through time 


it went into disuse. 


3. Do you know for what period it was in effect? 


=! eS 


A. Oh, I think it probably was theoretically in effect up 
until the war started, and then , of course, a price 
freeze came in. 


oF What about the post-war period? 

AS Well, I have forgotten now, but I think that during the 
post-war period there were one or two attempts made to 
kind of bring the thing to life, but I do not think anything 
ever happened to it. 


THE CHAIRMAN: Q. At what time would that be? 


You say 'the post-war period', but some people speak 
of this as the post-war period. 


A. I am afraid I could not answer that. 

CDi. Do you mean 1945, or 1952, or when did these attempts 
occur? 

A. I am afraid I could not answer that question accurately, 


Mit. ormicat: lar sorry .?' 
(Evidence, pp. 601-02) 


The practice of circulating discount sheets of prairie 
prices continued in the post-war period and was being followed up to 
the time of the inquiry. An example is sheet P-1619W which sets out 
the Winnipeg discounts for heat-treated malleable buckets. Copies of 
this sheet included in the exhibits bear the date ''June 25, 1952 (Re- 
placing sheet issued May 24/52)'' (LBT-10-1-11, Serial 7826). It 
appears evident, therefore, that the practice of circulating price sheets. 
as developed in connection with the ''Prairie Agreement! continued to 
be followed even without a restatement of the general principles under 
which the practice had been developed. 


The groups of Prairie and Eastern manufacturers are de- 
signated as follows in paragraphs 1 and 2 of the ''Prairie Agreement": 


'"4-1-39 P-1605 
PRAIRIE AGREEMENT 


Ls The following prairie manufacturers are referred to as 
'PM' in the following paragraphs: 


Manitoba Bridge & Iron Works Ltd., Winnipeg 
Strong-Scott Mfg. Co. Ltd. 4 
Vulcan Iron Works Ltd. " 
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Riverside Iron Works Ltd., Calgary 
Strong-Scott Mfg. Co. Ltd. 
Standard Iron Works Ltd. Edmonton 

am The following eastern manufacturers are referred to as 


'EM! in the following paragraphs: 


Bond Engineering Works Ltd. Plessisville 
Foundry 
Dodge Mfg. Co. Ltd. (United Steel Corp.) 
Jeffrey Mfg. Co. Ltd. Stephens-Adamson Mfg. 
Link-Belt Limited Co. of Canada Ltd. 
Webster-Inglis Co. Ltd. 


(LBT-8-15, Serial 6777) 


As revised in 1939 the "Prairie Agreement" consisted of 
81 numbered paragraphs containing detailed provisions for the deter- 
mination of selling prices in various circumstances with respect to 
sales outside the industry and also with respect to sales between 
members of the prairie and eastern groups. 


It was represented on behalf of Standard Iron that that 
company had entered into an agency agreement with Link-Belt in 1932 
and that the prairie discount sheets were sent to Standard Iron by Link- 
Belt by reason of that agreement. It appears from the provisions of 
the ''Prairie Agreement" that the existence of certain agency arrange- 
ments was taken into account in the drafting of the general principles 
because one section bears the heading "Agent Relations''. Among the 
paragraphs in this section are the following: 


"40, The following concerns act as agents for the different 
eastern manufacturers: Adams Supply Co., Ferguson 
Supply Co., Kipp-Kelly, Mumford Medland Ltd., 
Riverside Iron Works and Standard Iron Works, also, 
Gormans Limited, Edmonton, 3/2/35. They may be given 
#3W or #3CE prices by competitive agents or by PM. (See 
Paragraph 11 for exceptions.) 


This list may be added to, or subtracted from, from time 
to time, depending on appointments or cancellations by the 
EM, of agency arrangements. 


Credit responsibility for the agent is not assumed by the 
EM, unless orders are on the forms of the EM. 


41. While this agreement remains in effect, none of the PM 
except Riverside Iron Works and Standard Iron Works, will 


i oe 


act as agents of the EM. 


4la. Strong-Scott or Vulcan are permitted to make agency 
arrangements with EM covering shipments into Alberta." 


(LBT-8-15-6, Serial 6782) 


It was specifically provided in the "Prairie Agreement’ 
that the provisions applied to ''merchandise jobs only... .'' ''There 
is no understanding about prices on engineering jobs.'' The list 
prices to which the discounts applied were described as follows in the 
agreement: 


"66. Link-Belt #800 catalogue has been used for principal 
references for price lists, but if there is variation from, 
or addition to these lists in the 'Corrected Lists' pre- 
viously submitted, in 'Standard List Prices in Canada’, 
or in LP sheets, the latter are to prevail." 


(LBT-8-15-10, Serial 6786) 


The following paragraphs in the ''Prairie Agreement" 
illustrate the manner in which the provisions were directed toward 
the use of common prices: 


"28. If you receive an inquiry covering material coming 
under the definition of 'Merchandise Jobs', per paragraph 
72, and if you influence customer to adopt another design 
for which you assume responsibility, you will use the 
schedule of prices herewith in figuring the revised specifi- 
cation. 


29. IfaPM or EM receives an inquiry on which a competitor's © 
material is specified, such material not being covered by 
agreed-to lists and discounts, it is the obligation of the 
concern whose material is not specified to get in touch with 
the concern whose material is specified, in order to as- 
certain the correct price. The obligation does not rest 
with the concern whose material is specified." 


(LBT-8-15-4, 8-15-5, Serials 6780- 
81) 


That the companies designated as Prairie manufacturers 
under the ''Prairie Agreement'' were consulted on occasion about 
changes in prices is indicated by letters written in 1941 by W. T. E. 
Smith, then with Link-Belt, to the Prairie manufacturers. A letter 
of August 14, 1941, to the western manufacturers listed in the 
"Prairie Agreement" contained the following: 
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"During the last few months there have been a series of 
changes and revisions made to our eastern prices which have 
had the effect of putting most of the Prairie prices out of line. 
The number of changes involved was so large that we decided to 
review the Prairie Discount Sheet completely. 


LP-37 The top tabulation on this sheet sets forth the new 
list prices on steel lining for screw conveyors in 
wood troughs to which you recently agreed. The 
lower tabulations indicate the new list prices on 
Screw conveyor couplings, drive and end shafts 
which have been agreed to by the Eastern group and 
which we suggest the Prairie group adopt. 


LP-38 New list prices on certain screw conveyor hangers 
are shown on this page. They have been adopted by 
the Eastern group and we suggest they be adopted by 
the Prairie group. List prices on all hangers other 
than those on LP-38 remain as they now are. 


LP-39 This temporary sheet shows the new list prices 
which the Eastern group adopted at the last meeting. 


We earnestly request that you get together with others in 
your district as soon as convenient, and let us have your collec- 
tive approval or comments. The next meeting of the Eastern 
group will be held early in September and we would like to secure 
your agreement so that the new prices can be ratified at that time. 


(SEW-3-2-50, 3-2-51, Serials 
16728-29) 


In a further letter of August 18, 1941, headed '"'To the 
Prairie Manufacturers", W. T. E. Smith referred to a change made 
in Eastern pricing on Salem buckets and expressed his belief that the 
Prairie manufacturers would be in favour of adopting the method of 
pricing as the ''Prairie group have followed [it] in the past'' (SEW-2-1-13, 
Serial 16738). 


The practice to treat pricing material as a common matter 
between the Eastern and Prairie manufacturers is indicated in a circu- 
lar letter of June 25, 1946, on the letterhead of the Institute and 
bearing the typewritten signature of W. T. E. Smith who, since 1943, 
nas been employed by United Steel. The letter is as follows: 


</ 50s 


"Following our recent negotiations, arrangements were 
made to adopt the suggested discounts, which were submitted 
to you for your consideration. 


The new discounts are effective immediately, in fact, 
most companies are probably using them already. 


Shown below is a list of those to whom a copy of this 
letter is being sent and opposite each is the number of copies 


of the sheets which are going forward under separate cover. 


Your co-operation in making these prices effective 
immediately will be sincerely appreciated. 


If sufficient copies are not received please advise this 
office of the additional quantity required. 


Yours very truly, 


Wh Teeter rnin 


K.B. Schioler, Manitoba Bridge & Iron Works, Winnipeg 5 
R.A. Millar, Riverside Iron Works Ltd., Calgary 5 
R. M. Dingwall, Standard Iron Works Ltd., Edmonton 5 
A. McPherson, Strong-Scott Mfg. Co. Ltd., Winnipeg 6 
E. Anderson, Vulcan Iron Works Ltd., Winnipeg 10 
H. Graham, Bond Engineering Works, Toronto 3 
RR. He Rose, Jeffrey Mig. Co? Ltd.', Montreal Be 
ss re ertey, Link=Belt’ Co.’ Ltd.) Toronto 15 
G. A. Freeman, Stephens-Adamson Mfg. Co. Belleville 10 
Wo T Seroith, United Steel Corp, Ltd. ;» ‘Toronto 5 
R. L. Smallwood, Webster Smallwood Co., Toronto 3 
J. A. Forand, Forano Limited, Plessisville, Quebec 6"! 


(FOP-13-1-5, Serial 309) 


In regard to pricing material covering merchandise pur- 
chased from Eastern manufacturers, A. R. McPherson gave the 


following evidence: 


Pax, We commonly sell merchandise in Western Canada which 
we do not manufacture, and purchase from various other 
manufacturers. In establishing our price books to our 
customers, that is, to put a price list out to the trade so 
that they would know at what price they were going to pur- 
chase the iterns from us, we contacted the eastern manu- 
facturer from whom we purchased some particular item 
and asked him what his prices currently were, or what they 
would be, and we were awaiting some pricing information 


from an eastern firm before we could proceed with the 
completion of our own price book."' 


(Evidence, pp. 1613-14) 


Evidence to the same effect was given by R. A. Hamlin, 
also of Strong-Scott (Evidence, p. 1655) and by K. B. Schioler of 
Manitoba Bridge (Evidence, pp. 1661-65). 


2. List of Elevator Machinery Discounts and 
Prices of Prairie Manufacturers 


In addition to the pricing material circulated to Eastern 
and Prairie manufacturers, certain pricing material was prepared and 
used only by the Prairie manufacturers. For some years (the evidence 
does not make clear the exact period), this pricing material was pre- 
pared in the form of a schedule bearing the title ''Elevator Machinery 
Discounts and Prices''. The only copies in evidence bear the date 
February 1, 1941, but it appears that the practice of compiling pric- 
ing material in a similar if not in the same way had been carried on in 
earlier years and also in later years extending into the 1950's. The 
pricing material appears to have been intended to provide price lists 
for products made exclusively by individual Prairie manufacturers as 
well as for products made by two or more companies or secured from 
sources of manufacture outside the Prairie Provinces. 


The following is contained in the evidence of A. R. 
McPherson of Strong-Scott on the preparation of price lists in con- 
sultation with other manufacturers in Winnipeg: 


ee - . . We do not make everything that we require ourselves, 
and generally after I have gone over our own costs, I phone 
one or two other manufacturers locally who manufacture 
items which we buy, and who purchase items which we 
manufacture which they do not manufacture competitively, 
and I tell them that I have gone over our costs, and we are 
going to find it necessary to increase the price on certain 
goods we are selling to them, and I wonder if they have 
investigated their own costs, and if so, whether they know 
what they are going to set on the items which we purchase 
from them. We do a fairly large amount of interchange 
business, and we have a nominal interchange discount on 
items that we provide to competitors, and on items which 
our competitors provide us, in the role of purchaser and 
vendor. In order that we can cover prices of certain items 
we have to buy I will say all right now, what price are you 
going to charge for such and such an item? What resale 
discount will you allow us? There is quite a bit of horse 
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trading. I don't think they allow us enough resale discount, 
aad they want to know what resale discount we are going to 
allow them, and we bluntly say we cannot allow any. But 
we generally iron it out, making a range from 5 to 10 on 
interchange. 


We also at the same time have costed most of the 
competitive items which we manufacture, that is, which 
are manufactured commonly by the other firms, we have 
costed those, and I have established what I thirk is going 
to be the selling price. That is within my province. 
Sometimes there is quite a bit of interchange surprisingly 
enough even on competitive items. We may get an order 
for a bill of machinery for an elevator where the customer 
specifies one item or two items manufactured by one of 
our competitors. The customer does not want to have to 
buy equipment from ten different places downtown and have 
all the trouble of picking it up and billing it for carload 
shipment, so he gives one company the complete order 
even if it is calling for some competitive parts. 


You say there are certain items common to you and your 
competitors? 


Correct. 


How is the price of those items arrived at for publication 
in the price setup? 


I pretty well establish those prices on the basis of costs to 
Strong-Scott Limited. I think it is probably generally 
conceded we are the lowest cost producers of the people 
who are in the competitive business in Winnipeg. I think 
our competitors would very often like to raise their prices. 
I establish the price on the basis of our cost plus a reason- 
able resale markup, and since my time with the company, 
which has only been since 1939, as you will appreciate the 
prices have not declined, rather there has been a gradual 
increase year after year, Mr. MacLeod. 


Yes? 


And I have priced out items which are made by other manu- 
facturers, and generally when I take advantage of an 
increase they are only too happy to follow suit. They need 
the increase far more than I do. 


Do you discuss prices with the other manufacturers? 


= GL ~ 


A. Not on competitive items. 

Q: How did you set the price in that case? 

A. I take our own costs and add a reasonable margin. 
7 You said you took your own costs. On any occasion 


do you discuss that with your competitors ? 


A. No. My competitors might say, You can't make it 
for that much money; your price is too low. 


2B What is the last time one of these documents was issued, 
Elevator PricesSetup? 


rae I couldn't tell you. We issue internal price changes, 
but I don't think we have had any general changes for a 
couple of years. We certainly did not this spring. 


ae What I am trying to get it [at] is that a current document? 
AS This one here? 

OD. Yes? 

A. Very definitely no. It is dated February, 1941. 

i, Do you have an equivalent document today? 

as I doubt it. It is i1corporated into our price book now.. 

OQ. What is the last time to your knowledge you had a 


document similar to that? 
A. It is a few years ago, I cannot say definitely. 
BY MR..MacAULAY : 
STs I think the question will be how similar? 
A. Oh, very similar I would think." 
(Evidence, pp. 1622-25) 
When Donald R. Cameron of Vulcan was questioned as to 


discussions with representatives of other companies in the preparation 
of price lists he gave the following testimony: 
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What are you talking about there in that paragraph? 


Referring to items we would make up ourselves, we 
would normally make up for stock. During the previous 
year we make up stock items as well, and 1 asked 
Johnnie to check over and find out what our markup for 
the year would be over and above our costs, whether our 
cost was running higher than warranted by the sale price 
or whether we could run on the same price as previously. 


Why should you have discussions with officers of other 
companies ? 


There are quite a number of items supplied to Strong- 
Scott, and we gave them a price list for the previous year. 
If there is going to be any change we let them know. 


Isn't it a fact you sit down and make up the price list 
together? 


I would say that we occasionally do check. It is nota 
customary thing. We may have a meeting and we may 
not. We haven't had one for two years. We have had 

one in the five years I have been on Sales. It is nota 
thing we have to discuss with them because certain items 
are interchangeable, such as pulleys. We show then [them] 
all sizes that would be available, and should we require a 
size we haven't a pattern for we cannot afford to make it 
up and we would buy it from Manitoba Bridge, and in that 
way our prices have to correspond. If a customer phones 
up for something that we cannot supply and make a pattern 
for we would use the price list of Strong-Scott. 


Is this a sheet or a document you are talking about were? 
I didn't get your question. 

Is it a document published by several companies? 

Our price list? 

Les? 

No, we publish that ourselves. 


You sit down with the officers of the other companies 
and discuss your own price list, is that it? 


No, we arrive at our own price list, and that is submitted 
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to Strong-Scott on those items of ours we supply them. 
We give them our price list so that they can buy from us, 
and we try and maintain them once we have set them."! 


(Evidence, pp. 1674-76) 


That the common price list for elevator equipment was 
regarded, at least by Strong-Scott, as part of an agreement in the pre- 
war period is indicated by the following letter of March 27, 1939, 
between the Winnipeg and Calgary offices of Strong-Scott: 


"Further to the two copies of Elevator Price:Set-up sent 
to you the other day, we are enclosing Addendum #1, in dupli- 
cate, which, you will notice, cancels the extra charge of 
$12.50 for Cradles of special widths. 


We might say that whilst this is officially instituted by 
the Vulcan, we ourselves, were consulted, and this was done 
with our full knowledge and consent, the thought being, that 
the Bridge, to us, were hardly subscribing in full to the nature 
of our agreement in the following three ways: 


Ist: It was felt that they, through their subsidiary, the 
Riverside Iron Works, had not tried very hard to line up 
MacNeil and, in fact, were quite willing to let the matter rest 
in view of the work they enjoy through MacNeil's activities. 


énd: They insisted on keeping the straight lift change- 
over down to MacNeil's price, instead of bringing it up to ours, 
and so, weaken any argument we might have with MacNeil. 


3rd: Without advising the Vulcan or ourselves, they 
adopted the wide cradle on their Telescope job, even after 
agreeing that 6'6'' would be the standard for all Dumps. 


It was therefore felt that some action might be politic 
to kind of jolt them a bit, hence the Addendum. 


Regarding this matter, at the moment it would appear 
that as far as the Vulcan and ourselves are concerned, we will 
adopt a 7'10'"' cradle as a standard article, and would appreciate 
your ideas on this, as to whether this would satisfy the Alberta 
trade or not, as of course if the wide cradle should be preferred 
by most of the customers, it then would mean just one line of 
cradle production, instead of two or more, which would offset to 
some extent, the additional material cost involved,"! 


(SSL-2-1-1, 2-1-2, Serials 16222-23) 


dela 


Reference to the price list on elevator equipment ina 
manner indicating a common list for various manufacturers appears 
in correspondence between Standard Iron and Manitoba Bridge in 1946. 
On June 7, 1946, Standard Iron wrote as follows to Manitoba Bridge: 


"Will you please arrange to forward to us as soon as it 
is ready the new price list on elevator equipment. 


We understand that a new price-set-up was arranged 
recently by the manufacturers and suppliers in Winnipeg, and 
we wish to have an up-to-date one to replace that which is on 
our files at present.'"' 


(SEW-1-1-2, Serial 16741) 


The reply of Manitoba Bridge, dated June 11, 1946, con- 
tained the following: 


"Your letter of the 7th instant received and we are 
sending herewith a copy of new price list on Elevator Equip- 
ment -- prices taking effect on May l6th, 1946. It is regretted 
we have been unable to send it sooner, we had, though, to wait 
for certain prices from Eastern manufacturers." 


(SEW-1-1-1, Serial 16742) 


Indication of consultation on a more general basis in regard 
to pricing items generally handled by Prairie manufacturers is given 
in a letter of June 29, 1950, from E. Anderson of Vulcan toH. Clowes 


of the same company, which reads as follows: 


"A letter from the Canadian Corrugating & Stamping Co. 
Limited, dated June 27, increasing prices on elevator 
buckets is passed on to you herewith. 


In view of this letter and price lists attached it would appear 
necessary for us to increase our prices to the grain elevator 
trade. This should be done in consultation with Mr. Allen 
MacPherson [Strong-Scott] and Mr. Alex Bodie. 


When you have a new price list drafted, please submit it to 


me for approval. 


After completion the papers are to be returned to Miss Cottrill 
for Jiling «."' 


(VIE-3-4-1, Serial 15258) 


The following letter of November 17,°, 1950, aleo irom E. 
Anderson to H. Clowes, both of Vulcan, indicates that at meetings of 
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company representatives there was discussion of the price list for 
elevator machinery in all its aspects and not merely the presentation 
of prices for the products of individual companies: 


"Attached is Allen MacPherson's draft on suggested price 
list for Grain Elevator Machinery. We have been requested 
to look this over, and be prepared to have another meeting 
in Strong-Scott's office early next week, so that the final set- 
up can be decided on and mailed to Mr. MacPherson in Toronto. 
He has already left for there, and should have it by Thursday 
or Friday of next week. 


These are F.O.B. Winnipeg prices only, and no set-up for the 
Calgary-Edmonton area has been worked out. Mr. MacPherson 
suggests that in estab lishing Calgary-Edmonton prices we in- 
vestigate the matter of freight rates and not be dependent on 
just the 5% differential."' 


(VIE-3-2, Serial 15256) 


Evidence that meetings among manufacturers in Winnipeg 
continued to be held as late as 1952 is contained in documents found in 
the files of Vulcan. In a memorandum of January 9, 1952, D. R. 
Cameron of Vulcan wrote to J. Janz of the same company as follows: 


"Further to our discussion on elevator machinery costs 
I would suggest that you review as many items as possible, 
picking out random items in the various sections of the elevator 
price list, excluding all outside items, etc., where the price 
will be set by others. Thus it would not be necessary to check 
all collars but, rather, pick out one or two sizes to work from 
and give me a rough idea of the percentage of profit in order 
that we can arrive at an average increase to our elevator list." 


(VIE-3-1, Serial 15255) 


Writing toH. O.:Jones, President of Vulcan, on January 
I4, 19525 D.- RitGemeronsgaid: 


"There is to be a meeting on Tuesday afternoon of Mr. 
Schioler [Manitoba Bridge], Mr. MacPherson of Strong-Scott, 
Harry Clowes [Vulcan] and yourself, with regard to elevator 
equipment prices. Johnny Janz Jr. has been checking our costs 
and should have some figures ready for you by Monday."! 


(Vir-=1-'b-2  Serialel525}) 


CHAPTER V 


EVIDENCE AS TO USE OF PRICING MATERIAL 


A great deal of the testimony of witnesses in the inquiry 
and a large part of the oral argument before the Commission were 
concerned with the use made of the pricing material circulated through 
the Institute and what part such material played in the actual prices 
quoted or charged by individual companies. In view of these repre- 
sentations it seems appropriate to consider carefully the attention 
which was given to the price sheets and related material by the 
recipient companies as is made evident by instructions to company 
personnel, by communications within individual companies, by cor- 
respondence between officials of different companies and by references 
in correspondence to the policies and practices which it was expected 
would be followed by those receiving the pricing material. 


It is necessary to bear in mind that the circulation of 
pricing material has been carried on through the Institute for a 
very lengthy period. Although the mechanics of the distribution of 
copies have not remained the same thruughout the life of the Institute 
the practice of circulating pricing material has remained much the 
same. 


The use of Institute pricing material in connection with the 
price lists of an individual company is indicated in a letter of September 
3, 1946 from D, J. Batchelor of Stephens-Adamson to the parent 
company inthe Unites States, which contained the folluwing: | 


Regarding the second paragraph of your letter, strange as it 
may seem, discount sheet 72241 is very important to us here. 
I believe some years agu we sent Aurora a copy of this 
discount sheet marked up in the way we use it here in 
Belleville for your information. This, of course, was a long 
time ago and probably you have overlooked the tact that 

we marked up special discounts to agree with Association 
lists in this particular discount sheet so that the #55 catalogue 
can be used in conjunction with the Association lists without 
having to have a whole lot of research work. We have found 
that it works very nicely this way and have only had to make 
about four revisions in the prices since the sheet was issued 
as a large majority of the items are Association and are 
marked with a big 'A'. These, of course, are changed on #72241 
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but simply mean that the items in question are to be priced 
by Association and not by the Aurora lists. 


(SA B-3-2, Serial 12134) 


The same attention to association prices is indicated in an 
exchange of letters between officials of Stephens-Adamson in 1947. 
On November 3, 1947, H. W. Peterson wrote to D. J. Batchelor: 


'"We have the Aurora discount sheets which were returned 
to us and in connection with trippers (pages 48/50) we note 


your remarks ‘correct for steel frame trippers - for cast 
iron frame trippers'. 


(SAB-12-1-2, Serial 12163) 


In his reply on November 4, 1947, Mr. Batchelor said: 


For your information cast iron trippers are association. 
tt 


(SA B-12-1-1, Serial 12164) 


The manner in which Institute price material was applied 
by Forano is indicated by the following teletype messages between 


officials of the company. On March 19, 1948, Mr. Beauchesne sent 
the following message to Mr. Hebert: 


"WE NOTE ON PAGE A OF THE DISCOUNT SHEET THAT 


ALUMINUM CO OF CANADA LTD HAVEA DISCOUNT AS 
FOLLOWS 


NO I FOR TIEM [sic] WITH X B ON BALANCE 


THIS BIS IT THE SAME THING AS NO 2 DISCOUNT ORISITA 
SPECIAL ARRANGEMENT AS OF PRICE LET SAY FOR IN- 
STANCE i0 PERCENT ON THE SELLING PRICE 


MY UNDERSTANDING THAT THIS B IS EQUIVALENT TO NO2 
DISCOUNT BUT IAM NOT SURE IF IAM RIGHT 


WOULD YOU BE KIND ENOUGH (uate 


OOK INTO THIS AND PUT 
ME BACK ON THE TRACK AGAIN!!! 


(FOM-15-1-1, Serial 15087) 
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The reply of Mr. Hebert, on the same day, reads as 
follows: 


"THE MEANING OF THE NOTE IN OUR LIST IS: 


NO. 1 DISCOUNT ON ITEMS WITH X, I.E. ON ITEMS WHERE 
PRICES ARE CONTROLLED BY THE INSTITUTE. 


BON BALANCE, I.E. DISCOUNTS MARKED A BIN YOUR 
PRICE BOOK ON ITEMS NOT CONTROLLED BY THE 
INSTITUTE. 


IN MOST CASES THE A B DISCOUNTS CORRESPOND TO NO. 1." 
(FOM-15-1-2, Serial 15088) 


This use of Institute pricing material and the belief that 
the practice of so using the price lists was followed by other members, 
are indicated ina letter of March 7, 1949, from Mr. Lalonde of 
Forano to Mr. Hebert of the same company: 


"Herewith please find Link-Belt data book No. 1957-A 
covering Roller Chains and Sprockets. 


In figuring our prices on roller chain drives, we 
are using the list prices shown in this data book subject 
to the discounts referred to in complete unit price book 
sheet FB-51 . 


This procedure is followed by our competitors and 
we hope that it will be satisfactory to you." 


(FOM-10-1, Serial 15094) 


Similar attention to Institute pricing material is shown 
in a teletype message of August 29, 1949, between officials of Forano, 
part of which reads as follows: 


''THESE [sic] Is TO INFORM YOU THAT WE ARE WILLING 
TO MANUFACTURE THESE FOUR INCH IDLERS AND 
STANDARD ASSOCIATION PRICES SHOULD APPLY 
ACCORDINGLY'!! 


(2 FOM-8, Serial 15102) 


The establishment of common list prices at Institute 
meetings and the circulation of price sheets to afford a common basis 
of pricing are clearly implied by the following letter of November 16, 
1949, from C. W. Rudge, President of Jeffrey, to Mr. Cornell of the 


Same company. 


i re 


"At our last get-together you will recall it was left 
up to us to show the correct method for pricing split cast 
iron sprockets with bores larger than standard as listed 
in our catalogue. I believe it is the intention to have 
this inserted in our price sheets so that everyone will be 
pricing sprockets in the same manner. 


As our next meeting is schedules for the early part 
of December, will you please arrange to have examples 
worked out for submission at this next meeting." 


(JEM-13-1, Serial 2341) 


When Mr. Cornell was examined as to the meaning of this 
document, he said that he was not certain whether the term "get-to- 
gether'' referred to a meeting within the company or to an Institute 
meeting, but that the second paragraph of the letter clearly referred 
to a meeting of the association. 


Mr. Ccrnell, who is District Manager of Jeffrey at 
Toronto, was questioned as to the use of price books by the staff in 


his office and gave the following evidence: 


be BU You say that all members of your staff have price 
books? 


ae That is right. 


Q. Do they follow those? Are they instructed to follow the 
prices in the price book? 


Puke The price book is used as a guide to compile our 
quotations. 
oF Well, now, who has authority to set a different price 


than that set out in the price book? 


A. I might be consulted. If I thought the competition was 
such, we would probably change the price. 


ei Are you the only person on the staff of the Toronto office 
that would have authority to change prices? 


A. .eS 8 
(Evidence, p. 497) 
The practice of adopting revisions in prices which would 


ated in Institute pricing material is illustrated in the 
structions to its staff given by Forano on August 28, 1950: 


be incorpor 
following in 
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"EFFECTIVE AUGUST 15 THE CONVEYOR AND POWER 
TRANSMISSION INSTITUTE OF CANADA HAS SUGGESTED A 


GENERAL INCREASE OF 10 PERCENT ON ALL THE MATERIAL 


COVERED BY THE COMPLETE UNIT PRICE BOOK. 


NEW SHEETS OF REVISION WILL BE MAILED TO YOU TO- 
DAY OR TO-MORROW. 


UNTIL SUCH TIME AS YOUR NO. 46T PRICE BOOK IS 
REVISED YOU ARE REQUESTED TO APPLY 10 PERCENT 
EXTRA ON ALL THE ITEMS LISTED. 


REVISED DISCOUNT SHEETS WILL BE PREPARED AND 
FORWARDED TO YOU AS SOON AS WE POSSIBLY CAN. 


ON QUOTATIONS, IN THE AMOUNT OF $500. OR MORE, 
THAT WILL BE ISSUED BY YOUR OFFICE FROM NOW ON 


AN ESCALATOR CLAUSE SHOULD APPEAR. THE WORDING 


OF THIS CLAUSE TO BE IN GENERAL ACCORDANCE WITH 
WHAT HAS BEEN USED ON THE RECENT PRICE REVISION 
TO BROWN CORP. FOR THE FOUR FOOT LOG SORTING 
MACHINE. 


PLEASE ADVISE YOUR STAFF ACCORDINGLY." 
(FOM-12-2, Serial 15128) 


The following letter from the files of Forano indicates 
the close attention paid to pricing material circulated by the 
Institute and also the attitude that a member departing from the 
common price basis should be in a position to defend its action. 
On July 9, 1952, L. P. Hebert of Forano wrote to the President 
of the company as follows: 


"Our Montreal Office has been favoured recently with 
three inquiries from Aluminum Co, of Canada Limited for 
the following equipment: - 


One Bucket Elevator. 
Machinery for one Belt Conveyor. 
One, ditto. 


The material covered by the above inquiries has been 


priced:- 
For the Bucket Elevator - in strict accordance with 


instructions given in the Institute 
Complete Unit Price Book. 


66537—6 


Bly. em 


For the 2 Belt Conveyors - We have applied merchandise 
prices because all the items were 
detailed and no engineering was 
required. According to the 
Association set-up, in such cases, 
we are supposed to apply engineering 
charges when we are to supply head 
& tail shaft assemblies even if 
these are detailed on customer's 
drawing or inquiries. 


We intentionally omitted to apply this engineering charge 
on the machinery for Belt Conveyors in order to increase our 
chances of getting these orders. 


The orders went to Stephens-Adamson at a price slightly 
lower than ours which means that the Institute price set-up 
has not been followed by our competitor. 


The purpose of this letter is to put the above transaction 
on record to be used as a proof in case of our having to defend 
ourselves with the Institute Members at a later date." 


(FOP-9-5, Serial 987) 


The foregoing examples from the evidence have been cited 
by way of illustration and many other incidents showing the use of pric- 
ing material or the attention given to it are contained in the record of 
the inquiry. In the opinion of the Commission there is no question 
that the pricing material distributed through the Institute was used 
as the working basis by members of the Institute for the products and 
services to which it related. That, on some occasions, a member 
would use a price other than the price resulting from a strict 
application of the Institute pricing material does not mean that the 
common price structure for the Institute members ceased to be an 
effective part of the pricing policies of all members. The fact 
that the pricing material was circulated with such care and in such 
detail over the years must be taken as pointing emphatically to the 
continued existence of a situation in which such material was 
expected to play an effective part in maintaining common price 
policies on the part of members of the Institute. 


CHAPTER VI 


EVIDENCE RELATING TO PREPARATION OF QUOTATIONS 
IN CONNECTION WITH TENDERS 


l, General Situation 


It will be recalled that a distinction is made in the Institute 
pricing material between ''merchandise" and ''complete-unit'' sales, 
While customers seeking transmission and conveying equipment might 
invite tenders for the supply of what would be regarded by the industry 
as either merchandise or complete unit, it would appear that tenders 
are more frequently invited for the supply of complete units, Other 
methods of purchase are, of course, also employed, It was re- 
presented on behalf of Stephens-Adamson that from 35% to 50% of the 
dollar volume of contracts undertaken by that company were ona 
negotiated price basis, sometimes a target price with an alternative 
cost-plus basis, whichever proved to be the lower at the conclusion of 
the contract, There are other cases in which an order will be given 
directly to one company because the customer already has equipment 
of that company in use and wishes to add machinery of the same 
manufacture, or because of the desire to get machinery made only by 
one company, or for other reasons, While no statistical information 
was furnished the Commission as to the proportion of business done on 
a tender basis, it would appear that quotations on invitations to tender 
are sought in a large proportion of cases involving complete units, 


Another point which has been mentioned previously and 
which has particular relevance with respect to tenders is that the 
pricing material circulated through the Institute does not appear to 
have been directed toward uniformity in the total price for a complete 
transmission or conveying assembly, In the design of a transmission 
or conveying installation there are so many possible variations in the 
type of framework and in the combination of machinery units that 
engineers and estimators for different companies are very unlikely to 
arrive at the same quantities or weights or machinery components in 
preparing quotations, So that even if identical prices were used for 
similar items the overall price would vary because of differences in 
design and specifications for materials, 


Although uniformity in quotations on tenders has not been 
sought in Association activity there has been continued effort to prevent 
reductions in prices below those commonly accepted, The circulation 
of pricing material has been the most persistent aspect of this 
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endeavour, but linked to this have been the exchange of other informa- 
tion, the discussions of general policy and of specific instances at 
meetings and other discussions between individual companies, Some 
examples from the evidence will indicate in a more definite way the 
manner in which such discussions were carried on and the objectives 


sought, 


In a letter dated February 26, 1947, G, A, Freeman of 
Stephens-Adamson wrote the company's Montreal Manager as follows: 


"Referring to your two letters of February 24th regarding 
two nice quotations on Screw Conveyor Flights for Canada 
Cement Company, we have checked our prices and they seem to 
conform to what we should be quoting, Dodge, [United Steel] 
we didn't think, were deliberately cheating, However, this is 
the third time this has happened to Canada Cement Company, 


Accordingly, I wrote to Ted Smith [United Steel] yesterday 
specifically referring to these last two quotations and I believe 
Ted will tell us exactly what they did quote, and if their price is 
wrong, at least try to give us some explanation as to where theiz 
error may have occurred, 


It is very possible we ourselves are mistaken but | hardly 
believe so, At any rate, we do want to follow the matter up so 
that this will not occur again, 


We believe that we are better equipped for the production 
of conveyors than any of our competitors in Canada, and it seems 
a shame to lose business of this type. However, you must 
always bear in mind that customers don't always tell us the real 
reason as to why we are not given the business, Sometimes they 
want to give it to some particular firm and the easiest thing is to 
say we quoted too high a price," 


(SAB-1222) Gerialsr2ie9) 


In giving evidence in regard to this letter Mr, Freeman 
insisted that the expression "cheating" in the first paragraph had no 
special significance. However it is impossible to take any inference 
from the letter other than that it was expected that an accepted level 
of price would be followed in making quotations and that if prices 
varied downward it must be through error, 


The same concern about prices and price levels is in- 
dicated ina teletype message of January 19, 1949 from G, A, Freeman 
of Stephens-Adamson to E, H. Walters of the company's Toronto 
office, in which the latter was given instructions in regard to an 


Institute meeting on the following day which Mr, Freeman could not 
attend, The message reads: 


- pe 


"PLEASE PHONE JOE CROWDER ADVISING IMPOSSIBLE 
FOR ME TO ATTEND TOMORROW'S MEETING HAVE 
TALKED TO TED IF HE DOESN'T BRING UP MATTER 
OF LOW, PRICES SUGGEST YOU DO. SO .ESSENTIAL 
ESPECIALLY AT PRESENT TIME WITH LOW VOLUME 
THAT NO JOB BE TAKEN WITHOUT REASONABLE 
MARGIN OF PROFIT FITTINGS HAVE INCREASED PRICES 
ON BOTH DETACHABLE AND COMBINATION CHAIN 
BELIEVE INCREASE ON COMBINATION ESPECIALLY IS 
NECESSARY VERY SORRY TO MISS THIS MEETING AS I 
DESIRED TO GET COMPETITORS! VIEW OF PRESENT 
CONDITIONS IN INDUSTRY MINUTES PROBABLY WILL 
NOT BE AVAILABLE BEFORE I LEAVE FOR ANNUAL 
MEETING WISH THEREFORE YOU WOULD WRITE 
COMPREHENSIVE REPORT ON TOMORROW'S MEETING 

BD Gite AY oA LATEST"! 


(SAB-10-2, Serial 12250) 


Mr, Walters made two reports following the meeting, 
One dealt in some detail with the discussion of various items on the 
agenda, In regard to combination chain Mr, Walters reported: 


"Further to the above we mentioned the remarks made in 
your teletype message No, BL-63 of January 19th and a small 
increase is going through on combination chain but it was felt 
that the laid down price was so very close to the U, S, laid 
down price that not much advance could be effected, "' 


(SAB-10-1-5, Serial 12261) 


In a second letter Mr, Walters reviewed the discussion at 
the meeting on pricing practices, He reported as follows: 


''We had considerable discussion as to upholding the price 
structure at yesterday's meeting of the Institute and each one of 
us voiced our thoughts, Most of them were directed at Jeffrey 
but there were considerable back and forth, 


I found out myself that I actually got the wrong information 
from Mr. Angus in connection with the Visking job, It appears 
that Jeffrey was low but we were next to them and the job was let 
to Jeffrey more on the basis of an alternative arrangement which 
would be of lesser cost than on probably what the rest of us 
quoted, Larry did satisfy most of us in a general way and told 
us quite frankly that as far as the Jeffrey policy was concerned, 
it was going to be more co-operation with the group, 


In my own remarks to Larry in connection with the Maple 
Leaf Milling quotation, Larry admitted that the fault was 
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probably his own, that they were a lesser price than the rest of 
us in that he himself told the boys to figure that job as a grain 
handling job and was surprised to learn that United Steel and 
ourselves figured this a straight Association set-up, and he did 
remaind [sic] us that this particular job was an example of 
where he hoped we would call him and he would call us to clear 
the status of such, which we must admit is worth trying. 


Jeffrey certainly felt it a blow that Harry got the N.S. 
Light, Heat & Power job and his information was and he asked 
me why S-A price was so low that they got the job away from 
Jeffrey which they thought was a job of their own, We did explain 
to Larry that we understood Harry sold this job on the basis of a 
heavier job and layout to what anyone else quoted on and we were 
backed up in this statement by Ted Smith of United Steel. He 
seemed to have some information in connection with same and 
thought Harry did a splendid job in regard to selling on this job, 


It was pretty obvious to me that we are going to have to 
take more time when figuring and consider what we are figuring 
on jobs from now on, They have come through the office so 
fast for years and months that I do not think we have given enough 
consideration to a great many of the quotations we have made and 
these remarks are especially true where we know we are in 
close competition with our competitors, There are going to be 
the premium jobs even in competition and those we are giving 
good service on but I think these are going to be fewer than in 
the past, 


Iam still of the same opinion that I was some time ago that 
we will get more co-operation from Jeffrey than we have in the 
past but that it will be necessary to be on the alert,"! 


(SAB-10-1-2, Serial 12255) 
The attitude of regarding price reductions below the 


accepted level as a violation of the common practice to use Institute 


pricing material is indicated in the following Jeffrey memorandum of 
May 8, 1950: 


"JEFFREY MANUFACTURING CO, LIMITED 


Memo to Mr, E, N, Bigney, Vice-President in Charge 
of Sales, Montreal 


From Mr, C, E, Cornell: RM Date 8th May 1950 


Subject H,G, Acres Company - Hydro-Electric 
Commission - Windsor, Ontario 


es eee 
eee 


ae 
Toronto Ref, 2922 


Dear Sir: 


When you were in our office last week, you knew of course 
that we submitted our quotation to be in the customer's hands on 
May 5th, : 


When Mr, C, W, Rudge, yourself and the writer were 
uptown Friday afternoon and the writer left you two gentlemen to 
proceed to the train, the writer came back to the office and had 
a request to 'phone Mr, Welford at Link-Belt. This was around 
4.30 or 4,40 p.m, Pete informed the writer that Stephens- 
Adamson and the United Steel Corporation had submitted their 
tender and same was prepared on the following basis: 


a Regular set-up on machinery parts - and from this they 
cut a straight 15% off, 


2 They prepared their estimate on the basis of using a price 
of 20¢ per lb. on steel net, 


3. The engineering was slashed 20%, 
4, Erection was shown at $125, 00 per ton, 


You can appreciate how the writer felt receiving this in- 
formation close to 5 p.m, on the closing day of the proposition, 
Pete felt that it was wrong but stated they had gone along with 
them and put their bid in likewise, 


The writer on Friday then revised our quotation and we had 
an amendment go in late Friday night revising our price to be 
competitive with the bids which we have just described, 


In discussing the matter with Mr, Welford, he stated they 
did not know a thing about this arrangement until last Thursday 
and apparently Stephens-Adamson and United Steel ganged up and 
arranged the aforementioned price arrangement, which by the 
Way was the basis on which they quoted the Toronto job, 


It is rather strange that something did not come up at the 
Conveyor Association meeting last week as we frankly feel this 
is the worst violation we have come up against, Apparently 
there was an arrangement between two companies to gang up 
against two others, The sad part is that we are not sure what 
consideration our quotation will receive as you will understand 
that quotations going to a Government under a seal there is 
sometimes a question whether an amendment will be considered, 


ayers 


We, without a doubt, feel that this violation calls for an 
explanation from our competitors, 


Yours very truly, 


JEFFREY MANUFACTURING CO, LIMITED 


Larry 
District Manager" 


(TEM S7u6e 2. mre aor 
Serials 2347-48) 


In a reply dated May 26, 1950, Mr. Bigney wrote to Mr, 
Cornell: 


"We are late in acknowledging your letter of May 8th 
relative to the S,A, and United Steel get-together on this job. 
We should arrange to have a pre-discussion with Charlie Rudge 
[President of Jeffrey] before the next meeting, which is to be 
held in Montreal," 

(JEM-7-6, Serial 2349) 


In his evidence Mr, Cornell said that to his knowledge the 
particulars given in his letter were as he was told them by Mr, 
Welford of Link-Belt, He said that he was put out about the action 
taken by the other companies in using lower figures than those in the 
price book at such a late time before tenders closed and that the price 
book had been used as a guide in preparing Jeffrey's quotation 
(Evidence, pp. 498-99), 


Mr, P, G,. Welford of Link-Belt gave the following 
evidence in regard to the incident: 


NA, . . . That is quite true, I phoned Mr, Cornell about that. 
That was one of those jobs where the schedules in our 
book didn't apply, particularly the steel, and on some of 
the other stuff where there was quite a large quantity of 
Similar items, I managed -- when I started to think about 
the thing I thought, 'Well, I'll just see if I can get some 
information,' So I managed to get some out of Mr, Smith, 
I don't know where I got the information about Stephens- 
Adamson, Maybe he offered it, I don't know, One of the 
things that I always tried to follow was a company policy, 
we were endeavouring at all times to stop any kind of a 
price war, Now, we had over the years, I don't know when 
it had started but we had issued our own discount sheets, 
as you know, through the Association to these people and 
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told them what we were going to use (period), Now, 
having done that, it would be a pretty lousy trick and 
would have a tendency to start a price war if, having found 
that information out, I didn't tell my good friend, Larry - 
which I did, 


I think it is good business to do that because we must 
live with one another, As a matter of fact, I don't know 
why he didn't notice it at the time and simply do it auto- 
matically because anything could be quoted, I never knew 
what their total price was at any time, It was simply a 
question of tipping Larry off that we were going to deviate 
from schedules which we had used and which he knew about 
because he had copies of them, 


Well, you rather give details of what Stephens-Adamson 
and United Steel Corporation do? 


Well, I managed to get that information out of Mr, Smith, 


And does the information listed as 1, 2, 3, and 4 in that 
letter, was that information obtained by you and passed on 
torMr.~Gornell? 


Something similar to that, I don't remember the details, 
Mr. MacLeod, but Ido remember having something to do 
with this particular job, It was an unusual thing to do but 
it was done simply to keep a good friend from thinking that 
we were just downright scoundrels in saying that we had 
certain schedules set up, and we weren't adhering to them, 


Would it be possible, if you knew a competitor was taking 
the four steps mentioned in that letter, for you to arrive at 
a comparable figure on the quotation? 


No, sir, 
Why not? 


Well, this is an engineering job, this particular one, in 
which you simply were told, 'Here itis, We are going to 
put it in a field,' There would be no two engineers who 
would arrive at the same amount of steel, the same number 
of idlers or even the same number of shafts, Oh, there 
could be wide variations, 


So despite the points of agreement which you report be- 
tween Stephens- Adamson and United Steel, there might 
still be a variation in their final prices? 


SY 
A, Well, I would be surprised if there weren't," 
(Evidence, pp. 829-32) 


Mr, Cornell was a senior official of Jeffrey and had been 
attending meetings of the Institute for approximately 15 years, His 
comment that the actions of the other companies in this particular 
instance "is the worst violation we have come up against" must be 
taken as indicating that the understanding among Institute members 
was that the pricing material circulated through the Institute would 
be used as the basis for quotations, This is borne out by the action 
and attitude of Mr, Welford, who retired as General Sales Manager of 
Link- Belt in 1953, Mr. Welford took steps to notify a competitor that 
the pricing material circulated through the Institute was not being 
followed and gave information as to the basis of pricing which was 
being used, In his evidence he states that he took such action in 
keeping with the policy of his company to endeavour at all times ''to 
stop any kind of a price war", 


Another example from the evidence of the attention given 
to what were considered instances of price cutting is the following 
correspondence of G, A, Freeman with other officials of Stephens- 
Adamson, On June 6, 1950, Mr. Freeman wrote as follows to T, E. 
O'Neill of Stephens-Adamson's Montreal office: 


"IT hope that you will be available for the Conveyor and 
Power Transmission Institute meeting to be held at the Windsor 
Hotel at ten o'clock on Thursday morning of this week, 


Just for your information, I am attaching a copy ofa 
letter 1 wrote to Al today regarding discussions which may arise, 


On account of the fact I have been away so much this year 
I find it almost impossible to be in attendance at this meeting 
myself, I would like to come, but going to Montreal it means 
that you have to leave here the night before and it is a holy 
nuisance, 


I think that you will find these meetings very interesting, 
They are absolutely informal and of course, while there are 
sometimes some rather hot discussions and things are said that 
perhaps might be better be left unsaid, this is only during the 
period from about ten o'clock until one, when lunch is generally 
served, and then it gets down to the basis of a friendly talk 


between the various men who care to sit around the rest of the 
afternoon, 


You know most of the chaps, and if you can possibly put in 
an appearance I think it would be well worth while, "' 


(SAM-12-43, Serial 3260) 
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The copy of the letter to E, H. (Al) Walters of the 
company's Toronto office, referred to in the second paragraph of the 
above letter, was as follows: 


"You will recall at the last Toronto meeting that there was 
a lot of discussion about price cutting, and everybody mentioned 
several jobs that they thought should be discussed, We had half 
a dozen in mind ourselves, 


However, in the meantime presumably everybody has felt 
that no good purpose would be served in bringing up every job 
which has been placed during the past three or four months at 
prices below what they should have been, 


The list, therefore, has dwindled to the following, 


International Nickel, Coppercliff; five bucket elevators, 
On this job we did not quote, so we are hardly involved in any 
discussion which may arise except as an interested spectator, 
Plessisville presumably were low bidders, but apparently the job 
has not yet been placed, 


Consolidated Paper Company; bark handling equipment. 
We do not recognize this enquiry, and in any event, did not quote. 


Chrysler Corporation; pivoted bucket carrier, For your 
information we are attaching Chrysler Corporation's order to us, 
When you are through with it of course it will have to be returned 
for our own files, 


On this Chrysler order I called Pete Welford to ask if 
they were the people who had asked for a discussion and he said 
'yes', After talking to him he felt there was probably not much 
sense in discussing it, but I told him in any event you would have 
the customer's order, Of course pivoted buckets, on account of 
design, are apt to vary considerably in price; that is, the pivoted 
carrier is the largest single item by far, Coal crushers, of 
course, may be any place over the map, so it would be pretty 
hard to arrive at a definite basis for pricing such a job, 


In any event, though, it would be interesting to find out 
what Link-Belt's quotation on this job may have been, 


Lever Bros; pivoted bucket, Attached you will find your 
own copy of the order to us, indicating a reduction of course for 
the galvanizing which we are not todo, My understanding on 
Lever Bros, pivoted bucket was that we were the highest of 
three bidders, I believe that you can convince Pete that this was 
the case, In any event, it is the type of job on which there 
probably would not be much uniformity of prices, 


2 Bau. 


The fifth - St, Lawrence Sugar Refineries: In connection 
with this you will find our estimate attached, also a letter from 
Ted O'Neill showing the prices quoted, We were in every case 
high bidders, 


Some price lower than our own probably would be justified, 
as we recognize that with the leybushed chain and malleable iron 
buckets on which we quoted the price would be substantially 
higher than with combination chain and Salem buckets or any kind 
of steel bucket, We do not know the final basis on which the 
order was placed, However, it seems to be impossible to 
justify any difference of $22,000, 00. 


It will be interesting to learn on what basis Jeffrey quoted, 


Incidentally, regarding St. Lawrence Sugar Refineries job, 
we never had a lot of hope that we would get it, 


My thinking regarding this meeting is merely that we must 
keep harping on the fact that there is no new business actually 
created because ‘prices are cut, “There teqstrl) juste Uiersamne 
business which would be placed otherwise, but the profit to 
which some one of us is entitled is no longer existent, 


It has been proven time after time that the average material 
handling job pays for itself in two years, and if a customer makes 
50% profit a year in buying a job, there is no reason in the world 
why the manufacturer, whether it is our own company or one of 
our competitors, should not make a reasonable profit on the 
original installation, 


One other item which may be discussed is the schedule of 
meetings for next year; that is, dates and place, Anything which 
may be arrived at which seems to suit the majority will be 
satisfactory to us,"! 

(SAM-12-43-2, 12-43-3, 
Serials 3261-62) 


Various documents among the exhibits indicate exchange 
of information among Institute members in regard to the price basis 
on which quotations would be prepared for certain tenders, It was 
denied by the companies that any agreements were entered into as to 
the price to be submitted to the customer, In view of the nature of the 
documents and other evidence as to a common price basis the 
Commission does not believe that the instances recorded were of an 
isolated character but that they indicate that the Institute members had 
followed a practice of exchanging information in an endeavour to 
maintain a common basis of pricing, 


On May 23, 1952, L. P. Hebert of Forano wrote as 
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follows to another official of that company and had copies sent to two 
other employees: 


''The purpose of this letter is to inform you that the writer 
has had a phone call from Mr, Ernie Bigney, from Jeffrey Mfg, 
Co,, Saturday last - May 17th, on the subject of these long belt 
conveyors we have to quote for Dominion Coal, 


It has been agreed between Link-Belt, United Steel Corp., 
Stephens-Adamson and Jeffrey that the following prices would 
be applied on Steel Frames and Decks for the job in question:- 


On Steel Frames - $0, 26 per lb, 

On Decks - - - -- 0,31 per lb, 

Full engineering to be applied on top of the 
above prices per pound, | 


By phone, the writer has agreed that the same prices 
would be followed by us in our bids to Dominion Coal, 


The above is for your information, "' 


(FOP-5-4, Serial 887) 


In giving evidence on this document Mr, Hebert said that 
the amount of steel involved in this contract would be large and that 
competition could be expected from companies not members of the 
Institute whose prices would be lower than those resulting from the 
normal pricing procedure of Institute members, To meet such 
competition normal prices had to be reduced, Mr. Hebert also stated 
that the quantities of steel estimated for the job could vary among the 
Institute members and therefore the result of using common unit 
prices would not produce a uniform over-all price (Evidence, pp. 
220-23), 


Exchange of price information in a similar way is 
indicated in the following extract from a letter of June 25, L952, trom 
L, P, Hebert of Forano to another official of the company: 


"This letter will confirm our telephone conversation of 
this morning on the subject of the inquiry you had on June 3rd 
last through Mr, Staples. 


By phone, Monday last Mr, J. A, Forand has been in- 
formed by Pete Walford [sic], of Link Belt Limited - Toronto, 
that other members of the Institute had agreed to quoting on the 
following basis the equipment called for by Aluminum's inquiry; 


Belt Idlers - List - 38 - 10% 
Pulleys - - - List - standard eastern discount - 15% 
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Above prices to be F,O, B, Vancouver, 
(FOM -2-1-1, Serial 15161) 


2, Specific Contract Situations Described 
in Forano Correspondence 


In further internal correspondence of Forano, references 
are made to various instances in which there was an exchange of in- 
formation on quotations on tenders and in which it was asserted that 
there were undertakings with respect to the bid being made by a 
competitor, These instances were investigated by the Director and 
the information received was set out in the Statement of Evidence and 
was the subject of extensive representations during the hearings before 
the Commission, The information presented by the Director and the 
representations made on behalf of the companies concerned will, 
therefore, be considered in some detail, 


The first letter in this connection is one of February 21, 
1951, from L, P,, Hebert to J. A, Forand, (2FOP-3-1-2, Serial 
5545) of which the following is a translation: 


"Following your recent suggestion, we submit below a 
report on a few contracts wherein our competitors were 
favoured as per agreement passed by you at an Association 
meeting, in Toronto, a few months ago, 


Last September, Jeffrey Mfg, Co, received priority with 
regard to a power conveyor requested by James MacLaren Co, 
Ltd., of Buckingham, when our normal price should have been 
$12, 859, 25, while that of Jeffrey was $18,700, 00 and our first 
quotation was revised to $18, 839, 25. 


January last, with the same customer involved again, we 
submitted a price of $32,622.00 on a conveyor, while Jeffrey's 


price was $36, 300,00, After an agreement, our price was 
revised to $39, 511,00, 


In October, a request from the Department of Public 
Works was received by us for coal conveyor equipment for the 
Port Arthur Hospital, In order to favour Stephens- Adamson, 
we did not quote on this equipment, 


Last October, we received a request from Canadian 
Commercial Corporation for conveyor equipment for the Marine 
Scnoo. HMC... Shearwater, Dartmouth, N.S. Our price was 
around $68,000.00 as figured out by Lalonde's department in 
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the Montreal office, After an understanding with United Steel 
Corporation, we quoted a price of $82, 340,00, while the latter 
company's quotation had been fixed at $80, 997.00. 


January last, our competitors gave us priority ona 
quotation submitted to Canadian Johns- Manville Co, Ltd., of 
Asbestos, when our final price was approximately $24, 000. 00, 
In this instance, United Steel Corp. was awarded the order at 
an approximate price of $27,000.00 as per information received 
by us, because they went after the business more earnestly than 
we did; it is very likely that we weren't favoured with this 
business on account of not being in Asbestos at the psychological 
moment, 


We recently quoted on grain elevator equipment to 
Commonwealth Construction. According to our estimates, the 
price of this equipment should have been approximately $32,000, 
At the request of United Steel Corporation, we quoted a $42, 000 
price in order to favour the latter company." 


Mr, Forand referred to the foregoing report in the follow- 
ing letter of November 6, 1951 to D, W, Campbell of Forano: 


"In connection with discussion that took place at the last meeting 
of the Institute with Jeffrey Mfg. Co., regarding protection that 
we gave to them re: James MacLaren Company Ltd, I spoke to 
Mr. Hebert and according to the report he made to me on the 2lst 
of February 195l, it is apparent that we did not give them a very 
good protection because in the first instance, we quoted a price 
of $12, 859,25 when the price of Jeffrey was $18,700.00. We 
revised our quotation to read $18, 839,25, but Jeffrey says that 
they met our price and it is probably what took place which means 
that it was not a good job, 


The second case took place in January 1951 where we quoted a 

price of $32, 622,00 when Jeffrey's price was $36,300.00. We 

revised our price and quoted $39,511.00, but again it was not a 
good case as we should have come to an agreement before sub- 
mitting our price, 


We have two real good cases with United Steel Corporation, but 
we do not seem to have a good case with Jeffrey. 


If we can get their co-operation with the Johnson's job, I think 
we should be very careful in the future and try to help them when 
possible so as to be helped when desired, "' 


(2FOP-3-1-5, Serial 5578) 


In a letter of November 13, 1952, to J, A. Forand, Mr, 
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Hebert made reference to some of the instances mentioned in his 
letter of February 21, 1951, and described two later instances, as 
follows: 


"The facts related below have to do with our relations with 
a member of the Institute, United Steel Corporation, facts which 
will call for action on our part, 


In October 1950, we have had an inquiry from Canadian 
Commercial Corporation for a Coal Handling System to be 
installed at H. M, C.S. Shearwater, at Dartmouth, NS, A seéll- 
ing price had been figured by our Montreal Office at an approxi- 
mate figure of $68,000. It must be said that this price of 
$68,000 had not been figured according to the Association Hrice 
set-up, United Steel Corp. requested that we protected their 
quotation in the amount of $80, 997 and we have agreed then to 
quote a price of $82, 340 for the job, The job went to United 
Steel Corp, at their price, 


In February 1951, we have received a request for quotation 
from Commonwealth Construction for Grain Elevator Machinery 
to be delivered in Vancouver, Working our selling prices on the 
basis of our normal procedure, we arrived at a total selling 
price of approximately $32,000, Once more, we have been 
requested by United Steel Corp, to protect their price and we 
have agreed to quote a price of $42,000 with the result that the 
order went to United Steel, 


Another Grain Elevator job came up last August for 
Vancouver, The selling price we had worked out came up to 
$81,000, This time, we asked ourselves for United Steel Corp. 
protection to which they agreed, Ted Smith told us then that he 
felt our prices were too low and recommended that our total 
price for the job be boosted to $104,000. They quoted a price of 
$105, 793 and they had Stephens-Adamson protecting our price in 
quoting $106,976. It happened that the same inquiry had been 
issued by general contractors, Commonwealth Construction, to 
Ross & Howard in Vancouver who have put a bid at a figure 
considerably lower than ours, This last firm has finally been 
awarded the contract and from the information Mr. Timmis has 
been able to gather in Vancouver, the price quoted by Ross & 
Howard should have been in the neighbourhood of $85,000. 


Although we must agree that United Steel have protected 
our price, we must admit that we made a bad move in this in- 
stance because our price was so prohibitive that it brought local 
competition with the result that a profitable job has been lost, 


On October 3lst last, we have been requested by Common- 
wealth Construction to quote on Belt Idlers for a Grain Elevator 
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being re-vamped in Port Arthur, The price we had worked out, 
according to our standard procedure, came to approximately 
$41,500, You will remember that we had decided to quote the 
above price without consulting United Steel Corp. As we were 
ready to present our quotation, we received a phone call from 
Ted Smith, in Toronto, suggesting that we quote a price slightly 
over $57,000 for the same job. In his conversation with the 
writer, Ted Smith s.ggested that the three main competitors on 
this bid, i.e. United Steel Corp. , Stephens-Adamson and our- 
selves, quote the same prices and let the best salesman get the 
job, After a long discussion between yourself, Paul and the 
writer, we have decided to quote the price as suggested by Ted 
Smith less approximately 4.75%, We were informed by Don 
Campbell, over the phone yesterday, that the order for these 
idlers had been placed with United Steel at a price slightly 
lower than ours, 


We have given our full co-operation to United Steel Corp. 
on the two cases related above, i,e, Shearwater and Vancouver 
Grain Elevator first job, We had expected that United Steel 
would reciprocate on this last job and giveus a chance, 


As far as the second Vancouver Elevator job is concerned, 
we must admit that we felt in the bag in agreeing to boost our 
prices. The results we have obtained is according to our merit, 


On the other hand, we blame United Steel Corp. of not play- 
ing fair with us concerning the last job in Port Arthur, 


We recommend that United Steel Corp. be officially in- 
formed that from now on, we shall be on our own as far as Grain 
Elevator Machinery is concerned, They must know that we are 
far from satisfied with the way they have handled the past 
Grain Elevator Machinery transactions and we do not want to 
follow their set-up in the future," 


(Or ee 43-2) As 28: 
Serials 1095-96-97) 


The Director obtained further information from Forano by 
way of return and, where possible, secured information as to tenders 
received in the instances specified from the party who called for the 
tender or quotation in each case, The information obtained in this 
way which related to quotations submitted by Jeffrey, United Steel and 
Stephens-Adamson was checked with these companies and, subject to 
some minor qualifications by Stephens-Adamson, was confirmed by 
them, The instances may be considered by order of date, 
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September, 1950, The James MacLaren Company Limited 
veptember, * 7? 


(a) Information in Forano correspondence 
Revised 
Tender Quotation 


Forano (Normal price) $ 12, 859,25 $18, 839.25 
Jeffrey 18, 700, 00 


(b) Information in Forano return 


Forano - initial quotation - Sept, 22,1950 - $12, 859, 25 
- revised quotation - Oct, 6,1950 - 18, 859, 25 

- addition for 
erection - Oct,17, 1950 - 3, 500,00 


(c) Information furnished by The James MacLaren Company 
Limited 


Tender Revision Addition for 
Erection 


Forano - No, 32 
Conveyor $10,714.25 $14,714, 25 
Plows 2, 145, 00 4,145, 00 
$12,859.25 $18,859.25 $3,500.00 


Jeffrey - No. 32 
Gonveyor $13,725.00 
Plows 3,500, 00 
Erection 3, 400, 00 
$20, 625, 00 


The James MacLaren Company Limited stated that the 
contract was awarded to United Steel for $19,976.61, complete and 
erected, 


Except for a variation in one numeral the figures given in 
Forano's letter of February 21, 1951, agree with the first two bids 
submitted but no mention was made of the addition for erection, 
However, there appears to be no relation between Jeffrey's actual bid 
and the amount of $18, 700.00 mentioned in the letter, An important 
fact, of course, is that the contract was awarded to United Steel ata 
lower figure than the actual Jeffrey tender, 


January, 1951 - The James MacLaren Company Limited 


(a) Information in Forano correspondence 


xs SF = 


Tender Revision 
Forano $32,622.00 $39,511.00 
Jeffrey 36, 300. 00 


(b) Information in Forano return 


Forano - initial tender - Jan. 10,1951 - $14, 161,00 
- revised quotation - Jan,22,1951- 21,060.00 


The following note was made in the Forano return: 


"N.B, The difference between the price of $32, 622,00 and 
$39,511.00 as mentioned in my letter of February 21, 1951, and 
the amounts of $14, 161.00 and $21,060.00 previously mentioned 
in paragraphs b and c, seem to arise from the cost of the steel 
frame and erection, which we have not quoted, although Jeffrey 
Mfg, had included these items in their price to the customer, '! 


(Translation) 


(c) Information furnished by The James MacLaren Lumber 
Company Limited 


Tender Revision 
Forano $14, 161,00 $21,060. 00 
Jeffrey - Conveyor $36, 300,00 
Erection if 540 ED S00 


$43, 475. 00 


The James MacLaren Company Limited stated that the 
contract in this case was awarded to Link-Belt for $40, 223,00 complete 
and erected, 


In this case the Forano letter of February 2l, 195l, 
correctly states the amount of the Jeffrey tender, not including 
erection but the amount given for the Forano tender had included 
items which were not included in the quotation actually made, At the 
Same time the extent to which the tender was shown as having been 
increased was almost exactly the amount by which it was actually 
increased, 


Mr. E, N. Bigney, Vice-President in charge of sales in 
the Jeffrey company, said in evidence that Jeffrey had supplied 
equipment to the MacLaren plant when it was originally set up and had 
continued to supply much of the plant requirements in succeeding 
years, In 1950, when a large expansion programme was undertaken, 
Jeffrey had to reduce its quotation for a major part of the conveying 
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equipment by about 25% in order to hold the business against a 
competitor who had quoted an even lower price. Mr, Bigney said that 
at the next meeting of the Institute he had referred to this job and 

had expressed himself strongly against companies who would behave 
in this fashion, In regard to Forano, Mr. Bigney said: 


'T assume from that remark which I made at the meeting, 
telling those people in effect that I thought they were all a bunch 
of So and So's, I think Hebert and possibly Mr, Forand-- they 
are both the perfect gentleman types--I think from then on they 
leaned over backward to try and not quote this particular 
customer prices that were below ours, They were just trying 
to stay out of the business, Ido not agree with the statements 
in that letter, There were no agreements of any kind along 
those lines, The Jeffrey Company has never asked any 
competitor to protect any prices," 


(Evidence, pp. 471-72) 
October, 1950 - Port Arthur Hospital 


The Director was unable to obtain information about this 
project, 


October, 1950 - H,M.C.S. Shearwater, Dartmouth, N.S, 


The Forano letter of November 13, 1952, quoted above, 
includes the following in the reference to this job: 


"A selling price had been figured by our Montreal Office at an 
approximate figure of $68,000. It must be said that this price of 
$68,000 had not been figured according to the Association price 
set-up. United Steel Corp. requested that we protected [sic ] 
their quotation in the amount of $80,997 and we have agreed then 
to quote a price of $82, 340 for the job, The job went to United 
steel Corp, at their price, " 


(FOP-4-3, Serial 1095) 


The Statement of Evidence presents the following in- 


formation obtained from the files of Defence Construction (1951) 
Limited: 


"Tenders closed on October 7, 1950 and prior to that date 
the following tenders had been received: 


United Steel $80, 997.00 
Forano 82, 340, 00 
Stephens-Adamson $8;59337:50 


Combustion Engineering 
Corporation Limited 104, 459,00 


. SF 


On February 6, 1951 the tender of United Steel was accepted, On 
February 23, 1951 United Steel wrote pointing out that four months 
had elapsed between the date tenders had been called and the date of 
acceptance, that prices had advanced in the interim and that the | 
original quotation had omitted sales tax in error, There was certain 
further correspondence with United Steel and that company submitted 
a revised tender of $102, 698,00, Defence Construction then wrote 
Forano asking if that company would undertake the job for the firm 
price of $82,340.00. Forano replied that it would be necessary to re- 
examine the diagrams, etc, Forano then quoted $103, 986,00 verbally 
and confirmed this by letter, The revised tender of $102,698.00 by 
United Steel was then accepted, "' 


The following correspondence from the files of Forano with 
respect to the revision of Forano's tender is cited in the Statement 
of Evidence: 


"Teletype message from Mr, Lalonde to Mr, Hebert 4:18 
April’4, 1951: 


'BELOW YOU WILL FIND A DETAILED STATEMENT 
OF THE ITEMS INVOLVED FOR THE SHEARWATER 
JOB AND BASED ON OUR ORIGINAL FIGURES 
TOTALLING TO $60803.06 TAX EXTRA AT 8 
PERCENT FOB DESTINATION AT DARTMOUTH NS, 


OUR DETAILED SPECIFICATION SHEETS WILL BE 
MAILED TO YOU TONIGHT AND WILL GIVE YOU 
AN IDEA OF THE PRICES ON EACH ITEM WHICH 
WERE WORKED OUT AT THAT TIME, 


YOU WILL ALSO RECALL THAT UNITED STEEL 
CORP QUOTED $80997.00, WE QUOTED 82340, 00 
AND S-A QUOTED $88933.50 AS ARRANGED, 


1 - TRACK HOPPER AND FITTINGS $2097, 40 
2- YARD HOPPER AND FITTINGS $ 854,15 
3-  30'' WIDE APRON CONVEYOR AND 

DRIVE $5145, 82 
4- COAL CRUSHER AND DRIVE $4413, 85 
5 - . GRAVITY-DISCHARGE ELEVATOR- 

CONVEYOR $8767, 17 
6--  GRAVITY-DISCHARGE ELEVATOR- 

CONVEYOR $8810. 87 
7 - THREE DUSTPROOF AND SIFT- 

PROOF RACK & PINION GATES 

18" x 18" $ 783.00 
8- THREE DUSTPROOF AND SIFTPROOF 

RACK & PINION GATES 20" x 20"! $ 856.00 


9- THREE TRANSFER CHUTES $ 400.00 


ahd le 


10 - THREE DAY-BIN BOTTOMS $4110, 00 
ll - THREE COAL SCALES AND ACCESSORIES $10078, 05 
12 - MISCELLANEOUS EQUIPMENT $2985.95 


13 - LABOUR AND SUPERVISION OF THE 
ERECTION OF ALL THE EQUIPMENT 
SUPPLIED $11500, 00 


TOTAL PRICE $60803,.06 FEDERAL SALES TAX 
EXTRA FOB DESTINATION, 


PLEASE NOTE THAT THIS CONTRACT WOULD ENABLE 
US TO OBTAIN A LOT OF STEEL AS THERE WILL BE 
AY MitGH sPRIORDIY. 


THE PRICE OF THE CRUSHER AND EXTENDED BASE- 
PLATE TODAY HAS GONE UP BY ONLY $140.00, 
TODAY'S PRICE ON THE THREE SCALES IS $8500.00 
INSTEAD OF $6705.00 PAYABLE IN US FUNDS, THE 
RICHARDSON NON-SEGREGATING MONORATE COAL 
DISTRIBUTORS SELL TODAY FOR $1575.00 LOT INSTEAD 
OF $1152.00 LOT PAYABLE IN AMERICAN FUNDS, 


ON THE STEEL WE QUOTED 23-1/2 CENTS PER POUND 
AT OUR TOTAL PRICE OF $60803.06. ON HEAVY 
BEAMS WE QUOTED .20 CENTS PER POUND. 


WHEN WE FIGURED THIS PRICE OF $60803,06 WE 

MADE SURE AT THE TIME THAT WE WERE WELL 
COVERED BECAUSE WE HAD EXPERIENCED LOW 

PRICES ON THE ONTARIO HOSPITAL OF SMITHS FALLS, 
AND IN ADDITION YOU WILL RECALL THAT WE JACKED 
OUR PRICE TO $82340,00 SO THAT UNITED STEEL 
WOULD GET THIS ORDER. NOW DO NOT MENTION 
ANYTHING TO OUR COMPETITORS OTHERWISE THIS 
WILL CAUSE THE LOSS OF THIS ORDER, 


I DO NOT KNOW IF THIS CUSTOMER WILL ACCEPT A 
HIGHER PRICE, OVER THE PHONE MR WILSON TOLD 
ME TO RETURN TO HIM OUR DEPOSIT OF $8234, 00 
AND UPON THE RECEIPT OF THIS CHEQUE, THE 
ORDER WILL BE SENT TO US, IT MAY BE POSSIBLE 
THAT WE COULD RAISE OUR PRICE SUCH AS TO 
MAKE IT BELOW THE PRICE THAT S-A QUOZED STAN. 
$88933.50, OTHERWISE I AM SURE THAT YOU CAN 
KISS THE ORDER GOODBYE, S-A WILL CERTAINLY BE 
PREPARED TO TAKE THIS ORDER AT THAT FIGURE. 


I WILL REVISE ALL THE PRICES TO SEE WHAT THE 
PRICE COMES TO TODAY BASED ON THE ASSOCIATION 
AND WILL ADVISE YOU. IN THE MEANTIME YOU CAN 


HELP ME IN CHECKING THE PRICES ON THE 


403. . 


SPECIFICATION SHEETS WHICH I WILL SEND YOU 
YOU WILL RECEIVE THEM. IN THE AFTER- 
NOON ONLY TOMORROW. 


TONIGHT. 


PLEASE MAKE SURE NOT A WORD IS SAID TO OUR 


COMPETITORS, WILSON TOLD ME THAT AT THE 
PRICE OF $82340.00 WE HAVE THE ORDER, IF WE 
RAISE TO SLIGHTLY BELOW S-A'S PRICE, THEY 


MIGHT SEND TENDERS TO JEFFREY, L-B, ETC, 


THIS JOB IS CERTAINLY PROFITABLE! 


(Serial 655) 


Teletype message from Mr, Lalonde to Mr, Hebert 9:45 
Apri® 5,51 95): 


'WE WORKED UNTIL 12,00 PM TO FIGURE 
TODAY'S PRICES ON THE COAL HANDLING 


EQUIPMENT JOB FOR ABOVE CUSTOMER. 


THE PRICES TODAY ARE AS FOLLOWS; 


a 


TRACK HOPPER AND FITTINGS $30.77. 50 
YARD HOPPER AND FITTINGS $14, 02.09 
30'' WIDE APRON CONVEYOR AND 

DRIVE $6740. 73 
COAL CRUSHER AND DRIVE $4937.11 
GRAVIT Y-DISCHARGE ELEVATOR- 

CONVEYOR $11949, 55 
GRAVITY-DISCHARGE ELEVATOR- 

CONVEYOR $11924,01 
THREE DUSTPROOF AND SIFTPROOF 
RACK & PINION GATES 18" x 18" $1435, 50 
THREE DUSTPROOF AND SIFTPROOF 

RACK & PINION GATES 20" x 20" $1570, 80 
THREE TRANSFER CHUTES $975.00 
THREE DAY-BIN BOTTOMS $5926, 20 
THREE COAL SCALES AND 

ACCESSORIES $12986, 66 
MISCELLANEOUS EQUIPMENT $3841, 68 
LABOUR AND SUPERVISION OF THE 

ERECTION OF ALL THE EQUIPMENT 

SUPPLIED $13465. 70 
POPE A Ia PRICE. 2:23 es ee $80232.53 FED TAX 


EXTRA FOB DARTMOUTH NS. 


I DO NOT REMEMBER IF OUR PRICE OF 


tat. 


$82340,00 ALREADY QUOTED TO THIS CUSTOMER 
INCLUDED’ THE. -FED TAX VORYNOT,. “DOV YOU HAVE 
A” RECORD ON: THAT? IF ‘THE: TAX ISCAPPLICABULE. 
THEN IT WILL ONLY BE CHARGED ON THE 
MATERIAL AND NOT ON THE ERECTION CHARGE, 
THIS TAX WILL THEREFORE BE $5341.35, MAKING 
A TOTAL PRICE OF $85573.88 LOT TAX INCLUDED 
FOB DESTINATION. 


THE ABOVE PRICES ARE ACCORDING TO 
ASSOCIATION SET-UP: ENTIRELY, THE TOTAL 
WEIGHT OF THE EQUIPMENT IS 134657 LBS OR 
67-1/3 TONS. WE ADDED 20 PERCENT PROFIT ON 
THE COST OF THE COAL CRUSHER AND THE 
THREE SCALES INCLUDING ITS ACCESSORIES 

AL THOUGH® THE SUPPLIERS’ AREY ONDE GaiviING? Ue 
10 PERCENT DISCOUNT FOR RESALE, WE HAVE 
ALSO QUOTED EXCEEDINGLY HIGH PRICES ON THE 
DUSTPROOF AND SIFTPROOF RACK & PINION GATES 
AND YOU CAN DETERMINE THIS” PRICE AT 
PLESSISVILLE* AND COMPARE “-?tP WITH THE ,PRICES 
SHOWN ABOVE, THE STEEL IS CONSIDERABLY 
HIGH, IN SOME CASES 57 CENTS PER POUND, 
ACCORDING TO ASSOCIATION SET-UP WHICH IS 
RIDICULOUS BECAUSE WE CAN BUY THIS 
MATERIAL FROM THE STRUCTURAL STEEL FIRMS 
AT PRICES BETWEEN 20 AND 30 CENTS 

MAXIMUM. WE HAVE BEEN VERY GENEROUS ON 
THE STEEL” WHIGHT "AND WE ARE” OVER” Fob 
ACTUAL WRIGHT? “THE VERECTION® CHARGE TIS 
ACCORDING TO ASSOCIATION SET-UP, I. E., $200.00 
PERRY FON OF 2000 ino: 


WE WILL MAIL YOU TODAY OUR ESTIMATE 
SHEETS. THE PRICES IN° BLACK PENGIL ARE THE 
ORIGINAL PRICES AND THE PRICES IN RED 
PENCIL” ARE * TODAY'S PRICES: 


WE WILL HAVE TO ACT FAST ON THIS BECAUSE 
MR WILSON OF ABOVE COMPANY MUST PLACE 
THIS BUSINESS WITHOUT ANY FURTHER UNDUE 
DELAY SO PLEASE SEE THAT THIS QUOTATION IS 
CHECKED* AT “ONCE” SO THAT “WE “CAN MATL UT 
WITH OUR CHEQUE FOR THE AMOUNT OF 10 
PERCENT, ! 


(Serial 656) 


Teletype message from Mr, Lalonde to Mr. Hebert 9:33 
April 5 or 6, 1951 (the date is not clear): 


<O9 5. 


'WE ARE IN RECEIPT OF THE FOLLOWING 
LETTER FROM THE ABOVE CUSTOMER 


RE: COAL HANDLING EQUIPMENT - HMCS 
SHEARWATER - HEATING PLANT 


DEAR SIR: 


THIS WILL CONFIRM OUR CONVERSATION OF THIS 
AFTERNOON IN WHICH WE ASKED IF YOUR FIRM 
WOULD BE WILLING TO UNDERTAKE THE SUPPLY 
AND INSTALLATION OF THE COAL HANDLING 
EQUIPMENT FOR THE HMCS SHEARWATER FOR 
THE FIRM PRICE OF $82340.00 WHICH YOU 
QUOTED IN YOUR TENDER TO CANADIAN 
COMMERCIAL CORPORATION OF OCTOBER 3RD 
HAST} 


YOU _ADVISE THAT.IN YOUR” OPINION "YOU WOULD 
BE SWICLLING (TO PROCEED WITH THIS’ WORK BUT 
REQUESTED THE OPPORTUNITY OF CHECKING 
VOURRPRICE.) WEawWOULD VERY (MUCH; APPRECIATE 
1 OURVAD VICE AT AYODR (BARDLIEST OPPORTUNITY 
AND IF) YOU "ARE AWILLING. TO PROCEED AT THE 
QUOTED SPRICE, @IPHE2RESUBMISSION.OF A 
SECURITY DEPOSIT IN THE FORM OF A CERTIFIED 
CHEQUE OR DOMINION OF CANADA BOND TO. THE 
VALUE OF $8230.00 


TOURS’ VERY: TRULY 


A D WILSON 
ASSISTANT .-TO THE PRESIDENT 


UNQUOTE: =: MRwA sD» WILSON; TOLD'ME TO GET 
Tos DWGS sANDUSPECIFPICGATION SHEETS FROM THE 
CONSULTING ENGINEERS, RANKIN & CO, I 
THEREFORE ASKED*MR BOULT TO .PICK. UP 
THESE DOCUMENTS AND HE WAS TOLD.-BY A 
MEMBER OF THESE CONSULTING ENGINEERS THAT 
UNITED. STEEL: CORP'S -QUOTATION WAS EFFECTIVE 
UP TO A» CERTAIN DATE AND THEY RECEIVED 
THE ORDER FROM THE GOVERNMENT AFTER 
THAT DATE, zTHEY THEREFORE: -THOUGHT: THAT 
THEY COULD OBTAIN AN INCREASE, IN’ PRICE TO 
MAKE MORE MONEY BUT THIS IS WHY THEY 
LOST. THIS. ORDER, NOW PERHAPS. THEIR 
INCREASE BROUGHT THE PRICE HIGHER THAN 
OURS OF '$62340.00 AND THIS IS: WHY420RE 
GOVERNMENT WANTS TO GIVE US THE ORDER AT 
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THAT PRICE, IF WE INCREASE OVER THE PRICE 
THAT UNITED STEEL WANTED TO HAVE, THEN 
THE GOVERNMENT MIGHT GIVE THE ORDER TO 
UNITED STEEL AGAIN, 


THROUGH MY CONVERSATION WITH MR WILSON, I 
TOLD HIM THAT THE PRICE OF “THES CRUSHER 
AND THE THREE SCALES WOULD BE HIGHER AND 
HE -ALSO -THOUGHT CHAT OWOULDY BEN THE CASE. 
THIS INCREASE REPRESENTS ABOUT $2500.00. WE 
COULD, INCREASE |OUR: PRICE. BYU THAP AMOUNT J 
THINK AND STILL GET THIS ORDER, 


MR GOSSELIN WAS TELLING ME YESTERDAY THAT 
PRIORITIES WOULD HELP HIM TO OBTAIN STEEL 
AND OTHER (THINGS YOU KNOW 20oAr* tais 
ORDER WILL CARRY HIGH PRIORITY: WE SHOULD 
BEAR THIS IN MIND. NOW RANKIN ASKED MR 
BOULT YESTERDAY WHY" WE «GOULD NOT (GIVE 
OUR ANSWER NOW ON THE MATTER, WE TOLD 
HIM THAT WE HAD TO RECHECK THE PRICES, 
HE “LET US KNOW MEHAT ITASHOULDIINOT TAKE 
THAT LONG «TO GREVIEW*" OURYWPRICES, €SO) PLEASE 
RUSH THIS MATTER ALL POSSIBLE IF WE ARE 
WILLING TO TAKE THIS ORDER, 


ALSO LET ME KNOW AT "ONCE IF “THIS! SET PRICE 
OF $82340.00 INCLUDED THE TAX OR NOT? I HAVE 
NO RECORD “OF THISSHERE' 


(Serial 657) 
Letter from Mr, Lalonde to Mr. Hebert dated April 5, 1951: 


'Following our telephone conversation of April 4th, and 
our teletypes of April 4th. and 5th, you will now find attached 
our specification and estimating sheets showing the general 
dimensions of the materials required and separate detailed 
prices on each item, 


The prices in black pencil shown on attached estimating 
sheets are the original prices which we were to submit to the 
Government which amounted to a total of $60, 803.06, Federal 
Sales Tax extra, F,O,B,. destination, 


The prices shown in red pencil on attached estimating 
sheets are today's prices based on Association set-up, which 


total to $80, 408,49, Federal Sales Tax extra. FJ0Ot B: 
destination, 


= 87 = 


As mentioned to you in our teletype of April 5th, we do not 
remember whether our price of $82, 340,00 submitted to the 
Government included the Federal Tax or not, If this price 
included the Federal Tax, then today's price based on the 
Association set-up would be $85, 763,91, Federal Tax included, 
F,O, B, destination. As you know, the Federal Sales Tax is not 
applicable on the erection charge amounting to $13, 465,70. 


Below you will find a summary of the prices arriving at 
the above figure:- 


(1) - Track Hopper and Fittings $3252.50 
(2) - Yard Hopper and Fittings $1, 402,09 
(3) - 30'' wide Apron Conveyor and Drive $6, 740, 73 
(4) - Coal Crusher and Drive $4,937.11 
(5) - Gravity-Discharge Elevator-Conveyor $11,950, 03 
(6) - Gravity-Discharge Elevator-Conveyor $11,924. 49 

(7) - Three Dustproof and Siftproof Rack and 
Pinion Gates 18'' x 18"! $1, 435,50 

(8) - Three Dustproof and Siftproof Rack and 
Pinion Gates 20'' x 20"! $1,570, 80 
(9) - Three Transfer Chutes $ 975,006 
(10) - Three Day-Bin Bottoms $5,926, 20 
(11)- Three Coal Scales and Accessories $12,986, 66 
(12) - Miscellaneous Equipment $3, 841. 68 

(13) - Labour and Supervision of the Erection 
of all the Equipment supplied $13, 465. 70 
BO Ate RIG Es Leta acid dei $80, 408. 49 

Federal Sales Tax Extra, F,O. B. Dartmouth 
ins 

$85, 763.91 


Federal Sales Tax included, F,O.B. Dartmouth 


The total weight of all materials involved is 134, 657 
pounds, which we figure is over the actual weight of the material. 
This represents a pound price of 50/, Federal Sales Tax extra, 


The detailed specifications and drawings which we had 
received from the Government have already been returned to 
them but we have asked for another set which we hope to 
receive to enable you to recheck our specifications throughout, 


As previously mentioned to you, we have figured the prices 
of the Crusher and the three Coal Scales including the accessories 
on the basis of keeping a profit of 20%on our cost price, whereas, 
we are only entitled to 10% resale discount on the selling price, 


This order, as you know, would help us considerably in 
obtaining steel as there will be a high priority, being required 
for the Naval Base at Dartmouth, Nova Scotia, 


Pan 


You will also notice that our prices on the dustproof and 
siftproof rack and pinion gates are high and we believe that 
these could be manufactured at Plessisville at a much lower 


price; 


You will also notice that there is no engineering charge 
added to the above figures because on such a large contract 
usually nobody adds these charges but to give you an idea of 
the extra cost involved to cover the engineering charges applying 
to all the equipment with the exception of the coal scales and 
accessories on which this charge is not applicable, this extra 
cost would amount to $8,592, 73 and this amount does not include 
the 8% Federal Sales Tax which we think should not be applied 
on engineering charges, In adding this engineering charge, the 
total price would then be $89,001, 22, Federal Sales Tax extra 
or $94, 356, 64, tax included. 


In order to obtain this order, the writer feels that we 
should quote slightly below Stephens-Adamson!'s price amounting 
to $88, 933.50, (I do not know whether this latter price includes 
the Federal Tax or not), otherwise, I am almost sure that the 
Government will ask for new tenders which will go to Link-Belt 
and Jeffrey who have not submitted any price on this job, 


My suggestion is that we advise the Government that since 
last October there is a general increase of 10% on all the 
products but that we would be satisfied in entering this order at 
an additional 5% over and above our submitted price yor 
$82,340.00, which would bring it to $86, 457, 00, 


We must have quick action on this matter, otherwise the 
Government might decide to forward new tenders to our 
competitors, ! 


(Serials 658-59) 


Teletype message from Mr, Lalonde to Mr. Hebert 11:11, April 
LO, 1951s 


'l PHONED MR WILSON YESTERDAY TO QUOTE HIM 

OUR PRICE OF $103986,00 TAX INCLUDED FOB 
DESTINATION, HE TOLD ME THAT OUR PRICE WAS TOO 
HIGH AND REQUESTED ME TO SEND MY WRITTEN 
QUOTATION BUT THAT IT WAS NOT NECESSARY FOR 


US TO MAIL OUR CHECK FOR THE AMOUNT OF 10 
PERCENT, 


IT SEEMS AS THOUGH UNITED STEEL WILL NOT GET 
THIS CONTRACT BECAUSE THE CONTRACT WAS CAN- 
CELLED ON THEM, NOW THAT OUR PRICE IS HIGHER 
THAN DODGE, THEY WILL CONTACT S-A AND IF’ THIS 
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LATE Re COMPANY BAISE THEIR. PRICE, THEN .THEY 
WILL CONTACT COMBUSTION ENGINEERING, IF 
COMBUSTION ENGINEERING DOES NOT RAISE THEIR 
FRIGE, THEY. Wie Gh THis. ORDER. 


iy CHE DOWRAISE: THEIR’ PRICE, THEN THEY WILL 
ASK FOR COMPLETELY NEW TENDERERS, IF NEW 
TENDERS ARE CALLED FOR, THEN DODGE WILL HAVE 
THe CHANCES OF “SUBEMIUETING THEIR, PROPOSAL. BUT 
IF NO NEW TENDERS ARE CALLED’ FOR, THEN DODGE 
CANNOT GET. THIS CONTRACT,..d WiLL MAIL MY 
QUOTATION TODAY TO ABOVE CONCERN! 


(Serial 660)" 


During the proceedings before the Commission exhibits 
were filed on behalf of United Steel to show that the company in 
completing the Shearwater job did not make a profit on the contract, 
Following the hearings certain supplementary information as to the 
costs as shown in these exhibits was submitted on behalf of United 
Steel, 


The Commission does not consider that the circumstance 
whether a particular contract turned out to be profitable or not is 
relevant to the issue of the exchange of information between com- 
petitors which is alleged to result in a tender at an agreed price being 
submitted, Costs are not uniform among firms in the same line of 
business and bids are submitted in the expectation that it will be of 
advantage to the bidder to secure the contract at the price quoted, In 
all lines of business there are occasions when, for one reason or 
another, such expectations are not realized, 


As indicated above, the Shearwater job was awarded to 
United Steel at a price of $102,698.00, This included the sales tax 
then applicable on the portion of the contract other than erection, The 
revised price was $80, 831, 48 for equipment and $15, 400. 00 for 
erection, During the course of the contract additional equipment was 
installed and the price finally charged was as follows: 


Quoted $80, 831, 48 
Extras iG hs pag Be 
Erection 15, 400, 00 

$99, 623, 61 


(Based on Exhibit H-2) 


The cost of completing the contract was computed in the 
exhibits presented on behalf of United Steel at $104,411.98, Part of 
the materials was prepared in the Mead Morrison Division of United 
Steel and then transferred to the Dodge Division which undertook the 
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contract, The breakdown of the cost figures as between the two 
divisions was given as follows: 


Cost of Shearwater Job - United Steel 


Mead Morrison 


Dodge Division Division Total 
Plant Erection 
Mate rial 30795. Vos = te GOUz..oe 8, 145.45 46, 878,07 
Labour 995.94 6,967, 13 i fe Oa i Pe 7 yale) 


Factory Overhead 2,080.52 14,554,33 10,947, 84 27, 582, 69 
Total 35,000,591 297124355 25, 604, 17 SO. 455.01 


Selling and 
Administration 


Overhead 18, 2% B0ytL0038 oe 00 es 4,659. 96 Tb, 076097 
39,722.89 34,424.96 30,264.13 104, 411, 98 


The amount of $10, 947, 84 shown in the above table as factory over- 
head for the Mead Morrison Division was stated to be the amount 
billed the Dodge Division in excess of actual material and labour costs 
as shown in the records of the Mead Morrison Division, In the case of 
the Dodge Division factory overhead was based on the relationship of 
total factory expenses to total direct labour for the period the contract 
was in progress, Selling and administrative overhead was based on 
the relationship of selling and administrative expenses to total cost of 
sales for the same period, The practice of the company in allocating 
overhead charges was stated as follows: 


Overhead is always charged at a fixed percentage against 
all work whether done at the plant or at site, because in either 
case the work requires plant supervision and the use of other 
plant facilities, This type of work requires a great deal of 
engineering ability as has been pointed up repeatedly in evidence 
and the physical location of the work being done in no way 
reduces the general plant overhead, '' 


> 


No explanation was given as to the reason for using direct 
labour as the basis for pro-rating factory overhead particularly with 
respect to operations carried on away from the plant. In the latter 
case the actual expenses of Supervisory personnel at the site of the 


contract and the amount of time spent in direct supervision could be 
readily computed, 
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It will be noted that on the basis of the allocation of costs 


shown above, the principal factor resulting in total cost exceeding the 
contract price is the amount of overhead charged to erection, Even if 
total overhead charges are reduced by the difference between the total 
cost as shown and the contract price, very substantial contributions to 
factory overhead and to selling and administrative overhead of the 
company remain on the basis of costing employed, 


January, 1951 - Canadian Johns- Manville Company Limited 


(a) 


(b) 


Information in Forano correspondence 


Forano - final price approximately $24, 000. 00 


United Steel - awarded order at approximate price 
of $27,000. 00 


Information in Forano return 
Forano quotation $20, 872.00, including transporta- 
tion to Danville and erection but excluding sales 


tax 


Information furnished by the Canadian Johns- Manville 
Company Limited. 


The Statement of Evidence sets out the following informa- 
tion: 


"The Canadian Johns-Manville Company Limited advised 


that, while other firms may have been invited to quote, only 
two formal tenders have been retained on file: 


-United Steel $18, 490. 00 
Jeffrey 19,054, 00 


The following further information was supplied by the Canadian 
Johns-Manville Company Limited: 


'. . . after the original request for tenders was issued, 
several revisions were made in the plans for the conveyor, 
The overall length was reduced, and the decision was 
made that certain pieces of United Steel conveyor equip- 
ment already owned by Canadian Johns- Manville Company, 
Limited could be incorporated into the installation, This 
equipment had been purchased previously for otheruses, 
With these changes, the total equipment to be purchased 


was reduced, 


The value of the equipment that was finally 
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purchased from United Steel Corp, amounted to 
$15, 677. 00 divided into two purchase orders, one of 
$11, 752,00 and the other in the amount of $3, 925,00, 

The $27,000 figure quoted in your letter might have 
been one of the early requests for quotation before the 
specifications were revised and the order finally placed, '"' 

February, 1951 - Grain Elevator, Vancouver 


(a) Information in Forano correspondence 


Forano - selling price on basis of normal 
procedure - $32,000 


- price quoted - 42,000 
Order went to United Steel 


(b) Information furnished by Commonwealth Construction 
Company Limited 


The following details are given in the Statement of 
Evidence: 


"Information supplied by Commonwealth Construction 
Company Limited is that three firms were invited to 
tender and did tender as follows: 


United Steel $41, 483,00 
Stephens-Adamson Adal Deer Foi 
Forano 42,530.00" 


August, 1952 - Grain Elevator, Vancouver 
(a) Information given in Forano correspondence 
Forano - estimated selling price - $ 81,000 


- price (suggested by United 


Steel) 104, 000 
United Steel - 105, 793 
Stephens-Adamson - 106,976 
Ross & Howard - approximately 85, 000 


(b) Information furnished by Commonwealth Construction 
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The following details are given in the Statement of 
Evidence: 


"Information supplied by Commonwealth Construction 
Company Limited is that four firms were invited to tender 
and did tender as follows: 


Ross & Howard Iron Works Ltd. (a) $47,640.00 
(b) 36, 820, 00 
$34, 460.00 


Forano (a) $53,785.00 
(b) 48, 494, 00 
$102,279, 00 


United Steel (a) $54,268.00 
(b) 49, 602. 00 
$103, 870. 00 
Stephens-Adamson (a) $54,793.00 
(b) 50, 265,00 

$105,058. 00!! 


While the quotations given for Forano, United Steel and 
Stephens-Adamson in the Forano letter of November 13, 1952, are not 
identical with those given as the actual tenders, an inspection reveals 
that in each case the difference is somewhat less than 2%, 


October, 1952 - Grain Elevator, Port Arthur 
(a) Information in Forano corre spondence 


Price according to standard procedure 
- approximately - $41,500 


Price suggested by United Steel 
slightly over - 57,000 


Price quoted a reduction of approximately 
4,75%from that suggested by United Steel 


Order placed with United Steel at slightly 
lower price 


(b) Information furnished by Commonwealth Construction 
Company Limited 


In the Statement of Evidence it is stated that the 


prices quoted by the various companies were per idler and 
a tabulation is given of the quantities and unit prices 
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quoted for various types of idlers, The total quotations 
for each company are given as follows: 


Forano - $54, 700, 00 
United Steel - Sie Wel toll hay de 
Stephens-Adamson 57, 461, 44 


It will be noted that the quotation of Forano of $54, 700 
is less than $57,000 by the approximate extent of the reduction 
indicated in the company's letter of November 13, 1952, The quotation 
of United Steel was also somewhat less than that of Forano, as also 
indicated in the same letter, 


3. General Comments on Preparation of 
Tender Quotations 


There can be no question that in the various instances cited 
in the Forano correspondence the company officials believed that an 
understanding or agreement had been reached with one or more 
competitors as to the prices which would be quoted on the particular 
invitation to tender. It was denied on behalf of other parties concerned 
that any arrangements as to price had been made with Forano, It was 
represented on behalf of United Steel that any exchange of information 
with Forano may have been for the purpose of giving United Steel an 
advantage by encouraging Forano to place a high bid, It was also 
argued on behalf of United Steel that there is no evidence which can be 
relied upon to demonstrate that Forano would actually have tendered 
at the lower estimated prices which were cited in certain of the 
instances described in the preceding section, This argument relates 
to the effects of the practices followed by members of the Institute 
which will be considered in the next chapter. 


aLSSU11LE 


Publications 


CHAPTER “Vil 


APPRAISAL OF THE EFFECTS OF PRACTICES FOLLOWED 


BY INSTITUTE MEMBERS 


1, Circulation of Pricing Material 


It was strongly argued on behalf of those members of the 


Institute represented before the Commission that the pricing material 
was used as a guide only and that each member proceeded independent- 
ly in setting actual selling prices, It was not alleged by the Director 
that the pricing material governed the prices in all sales or that such 
pricing material resulted in identical total prices for complete units, 
The allegations in these respects, although set out at the beginning of 
this report may be repeated here and further considered, They are as 


follows: 


Lie 


(8) 


(9) 


(10) 


(11) 
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Prices as determined by the pricing material were followed 
as a matter of course on routine merchandise sales, The 
volume of such sales varied from member to member and 
it is impossible to determine what proportion of total sales 
such sales constituted, 


Prices as determined by the pricing material were used as 
a guide in determining prices on non-routine sales and, 
while these prices were sometimes departed from, the 
evidence indicates that such prices were followed to a 
substantial degree. 


Prices as determined by the pricing material were used in . 
estimating the total price of a complete unit, The total 
price so arrived at was sometimes changed but again the 
evidence indicates that prices of complete units generally 
reflected the prices and pricing instructions as set out in 
the pricing material, 


Because of differences in design and in calculation of 
weight and other factors, it is unusual for different firms 
to arrive at identical total prices for a complete unit even 
though both use identical prices for component parts and 
material, 


The instructions in the pricing material dealing with the 
pricing of complete units was designed to produce uni- 


formity in the method of pricing and not identical prices, 
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After considering the evidence and the argument made 
thereon the Commission is of the opinion that the foregoing allegations 
accord with the facts in this case, While the pricing material was 
prepared largely by one company, Link-Belt, there is no question of 
its acceptance by other members of the Institute and, with respect to 
certain classes of products, its distribution to companies in Western 
Canada called the Prairie manufacturers, 


The Commission believes that the circulation and 
acceptance of the pricing material in the manner described earlier in 
this report have seriously curtailed competition among members of 
the Institute and with other companies who have made use of the 
prices and pricing procedures set out in such pricing material, The 
curtailment of competition through this practice has deprived the 
public of access to a market freely competitive and has led to 
conditions which have been disadvantageous to the public, The public 
is injured not only through the complete suppression of competition 
in a market, but as well by practices which, as in this case do not go 
that far, but do interfere substantially with the independent pricing on 
the part of competing firms, 


Among the dangers to the public in pricing practices of 
this kind is the application of arbitrary pricing procedures which 
because of their general acceptance are not subject to the constant 
inter-play of market forces and thus are not readily adjusted to permit 
the public to benefit from lower prices when these would result from 
competitive changes, Also such practices prevent the individual firm 
taking advantage of its particular circumstances with respect to supply 
and demand and thus may deprive the customer of advantages which 
could be obtained if the pricing structure was entirely the matter of 
the individual firm and determined on a freely competitive basis, 

This danger is linked with another, of which the evidence gives some 
indicatiom in this case, that the pricing material sent out for 
acceptance was intended to establish minimum prices and thus would 
operate to hold the general level of prices above the competitive level. 
Such a practice would have the effect not only of shutting off lower 
prices at any particular time, but would have a tendency toward the 
inclusion of arbitrary price increases in the price structure, 


The following are instructions sent on August 28, 1950, by 
L. P. Hebert of Forano to a member of the company's staff: 


"EFFECTIVE AUGUST 15 THE CONVEYOR AND POWER 
TRANSMISSION INSTITUTE OF CANADA HAS SUGGESTED 
A GENERAL INCREASE OF 10 PERCENT ON ALL THE 


MATERIAL COVERED BY THE COMPLETE UNIT PRICE 
BOOK, 


NEW SHEETS OF REVISION WILL BE MAILED TO YOU 
TO-DAY OR TO-MORROW, 
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UNTIL SUCH TIME AS YOUR NO, 46T PRICE BOOK IS 
REVISED YOU ARE REQUESTED TO APPLY 10 PERCENT 
EXTRA ON ALL THE ITEMS LISTED, 


REVISED DISCOUNT SHEETS WILL BE PREPARED AND 
FORWARDED TO YOU AS SOON AS WE POSSIBLY CAN, 


ON QUOTATIONS, IN THE AMOUNT OF $500, OR MORE, 
THAT; WILL: ‘BE ISSUED BY YOUR. OFFICE FROM NOW 
ON AN ESCALATOR CLAUSE SHOULD APPEAR, THE 
WORDING OF THIS CLAUSE TO BE IN GENERAL 
ACCORDANCE WITH WHAT HAS BEEN USED ON THE 
RECENT PRICE REVISION: TO BROWN CORP, FOR THE 
FOUR FOOT LOG SORTING MACHINE, 


PLEASE ADVISE YOUR STAFF ACCORDINGLY," 
(2FOM-1-2, Serial 15128) 


Reference to a price increase in the following year is 
made in an inter-office communication of Forano of November 22, 
1951, as follows: 


'"A GENERAL INCREASE OF 10 PERCENT HAS BEEN 
MADE EFFECTIVE BY THE ASSOCIATION AS OF NOV 
12/51, EXCEPT FOR SOME ITEMS LIKE COLLARS, 
BEARINGS WHICH SHOULD ALSO BE INCREASED WITHIN 
A VERY FEW DAYS, WE ARE WAITING FOR THE 
ASSOCIATION SHEETS, AS SOON AS WE HAVE ALL OF 
THEM WE WILL REVISE COMPLETELY OUR OWN 46-T 
BOOK," 

(2FOP-13-2, Serial 5579) 


It is not suggested that economic conditions in this period. 
would not have led to increases in prices regardless of the practices 
followed by members of the Institute. Increases in prices made under 
competitive conditions are checked and regulated by the forces of the 
market, whereas increases in prices on the basis of understandings 
among competitors are the result of the judgment of parties on only 
one side of the market, namely the suppliers, acting on the basis ofa 
common understanding, This is so, even if the judgment of the parties 
takes into account the pressures and expectations of the market, The 
result necessarily involves arbitrariness and the fact that a general 
action cannot take account of the individual circumstances of each 
supplier makes for inflexibility and the removal of those elements of 
adjustment which operate when each competitor is making his decisions 
as to price on an independent basis, 


During the proceedings before the Commission two 
witnesses called by two parties named in the Statement of Evidence 
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gave evidence as to the manner in which quotations were prepared for 
a job on which both firms tendered in 1953, The two companies 

quoted on different materials and perhaps different quantities and the 
total amounts of their tenders differed considerably. However both 
witnesses indicated that the amounts included in the tenders for 
engineering charges had been calculated at the rates set out in the 
Institute pricing material, namely $415 on the first $2,000 and 12 1/2% 
on the balance, Because of the differences in values of materials the 
actual amounts included for enpineering differed between the two 
companies, although the same scale of charges was employed, There 
is no reason to doubt that in tue sa.ne way as it was the general 
practice to use the scale of engineering charges set out in the Institute 
pricing material so it was the general practice among Institute members 
to use other scales of rates or prices set out in the pricing material, 


2. Level of Prices 


One of the allegations made by the Director is "that 
prices as determined by the pricing material were high,"' The 
relative level of prices was not defined but the allegation may 
perhaps be read that the prices were higher than they would have been 
under more competitive conditions or that the prices in the Institute 
pricing material were higher for some products in more general 
industrial use than the prices available from alternative sources of 
supply, The evidence gives some support to both interpretations, 


On November 2, 1950, G. A, Freeman of Stephens- 
Adamson, wrote to E, H, Walters of the same company in regard to 
a change in price policy in British Columbia and sent a copy of his 
letter -to C, W, Rudge of Jeffrey, The letter was as follows: 


'"We decided some days ago to discontinue quoting lower 
prices in British Columbia than in the East, which we in some 
cases had thought was advisable, 


We should have brought this to your attention before, but 
through oversight this was neglected, Accordingly, we wired 
you this morning as follows: 


'EF FECTIVE IMMEDIATELY DO NOT QUOTE 10% 
ALLOWANCE WHICH WE SOMETIMES PERMITTED 

ON BRITISH COLUMBIA ENGINEERING JOBS WHERE 
THIS ALLOWANCE HAS BEEN MADE AND HAVING 
TO ABSORB SUBSTANTIALLY HIGHER FREIGHT THAN 
TO OTHER PARTS OF THE COUNTRY JOBS 
INVARIABLY SHOW LOSS OR IN SOME CASES 
POSSIBLY BREAK EVEN WRITING! 
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It will not be necessary to withdraw any quotations made 
prior to October 29th, but presumably we will be protected by 
our escalator clause, In any event, there are probably not 
many outstanding quotations which will develop into business on 
which this concession was made, In the future, however, we 
simply cannot allow this lower price, 


Our reason originally for on some cases quoting the lower 
prices in British Columbia than in the East was there seemed to 
be a certain amount of competition from Europe, when the 
material could be laid down in Vancouver territory, shipping 
through the Canal zone by boat, at lower prices than we would 
arrive at by figuring Eastern prices plus overland freight, 


On merchandise also evidently some material was coming 
in from the United States, especially from the Seattle district, 
where it developed that the duty was less than our transportation 
charges, especially where less than carload lots were involved, 


The early part of the year there was such a shortage of 
work for our shop, however, that while we never considered 
these prices warranted we were in some cases willing to take 
orders on which we perhaps could cover our overhead but made 
no direct profit, 


There has been some improvement in business, however, 
and during the last couple of months it doesn't look as though 
there has been price cutting to the same extent that there was 
early in the year, perhaps for the reason that most of our 
competitors seem to be busier, 


The threat of competition from without Canada doesn't 
seem to be as real, because an analysis of most of the 
engineering jobs on the West Coast which we lost seems to 
indicate that they went to Canadian competitors in any event, 


We know, too, that while some years ago there was 
competition from some British Columbia companies on some 
types of jobs and that their prices were generally low, this 
condition has to a great extent changed on account of increased 
labour costs in British Columbia, 


Even on merchandise we do not believe that the threat of 
importation can be very serious, or if it still may exist to some 
extent will soon not exist at all, because most of the conveyor 
companies in the United States are extremely busy, They are 
limited in the amount of steel they can get, and this applies to 
components of carriers and so forth too, so we do not believe 
that the inclination to quote low prices for export will continue, 
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Under the circumstances, you will agree with us that it is 
ridiculous to quote prices in British Columbia which may net us, 
due to freight differentials, anywhere from 12 to 15% lower than 
we would net at the factory if this material is sold in the East, 


If the next few months indicate that there is any consider- 
able amount of business lost either to British Columbia companies 
or to foreign companies due to lower prices we may have to 
review the situation, but in the meantime, DO NOT MAKE ANY 
CONCESSION ON THIS TYPE OF ENGINEERING JOB," 


(FEN Pb; yes s2> PUStss 
Serials 2353-54-55) 


This letter indicates that during a period of more active 
price competition lower prices were quoted in British Columbia, 
There is also the evidence of L. P, Hebert, cited in the previous 
chapter, that when it was anticipated that companies in other fields 
would quote on jobs involving considerable steel, the normal proced- 
ure would not be followed and lower prices than those set out in the 
pricing material would be used, Somewhat the same evidence in 
regard to outside competition was given by P, G. Welford of Link- 
Belt, a portion of whose testimony was as follows: 


"Now, when you get into a long belt conveyor, we are 
getting some now that run into thousands of feet and there is a 
great similarity of steel, you might have long stretches of that 
steel that are absolutely identical, Now, that is not only 
attractive to a bridge company or a steel fabricator, it is of 
course also attractive to Link-Belt, but it is something that can 
be produced at a lot lower cost by Link-Belt too. So that we 
have no chance of selling a job like that, I mean if we put ina 
price of 35 cents a pound on a thing like that, the customer 
would just throw us out; it would be ridiculous, "' 


(Evidence, p, 852) 


At a later point in his evidence Mr. Welford said that he 


had reference to steel that duplicates itself over long stretches, He 
went on: 


''That doesn't always apply; there are some structures on 
large conveyors which still warrant that high price, "' 


(Evidence, p, 854) 


The influence of competition from firms outside the 
Institute is indicated in a number of documents among the exhibits 
referring to various quotations to the Ford Motor Company in 1952, 
In a letter of August 29, 1952, to his head office, E, H. Walters of 
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Stephens-Adamson gave the following summary of conversations he 
had had with representatives of other member companies: 


Recently we have had conversations with Mr. Birdsall of 
Link-Belt Ltd, and learned that they got a substantial order 
covering chain, Within the Association they and Jeffrey were 
the only ones to quote on this chain inquiry, Because of other 
competition, we understand they got together to quote a price 
substantially less than Association requirements and we learn 
that even with the prices they quoted, they had to reduce their 
figure at least 10% in order to obtain this business and keep it 
in Canada, 


We also talked to Larry Cornell [Jeffrey] about this situation 
and he confirmed the above situation as well as mentioning fur- 
ther that they did not receive any of this business and that they 
quoted on sufficient inquiries to amount in dollar value to not 
far from a million dollars, Larry mentions that they believe it 
cost them well over $2,000, 00 to figure these various inquiries, 
Even though prices they figured on these inquiries were far 
below Association standard, they were high on these different 
jobs, Larry told me quite confidentially that some of the prices 
they put in on these different jobs, he got to thinking afterwards 
and he was actually scared if they received an order for oneor 
two that might be substantial that they would lose money, 


(TSA-3-1, Serial 9646) 


In the Statement of Evidence the Director of Investigation 
and Research stated: 


''(16) The evidence indicates that at the date of the inquiry 
various factors, the chief of which appears to have been 
the entry of United States firms into the Canadian market, 
were increasing competition in the industry and tending to 
break down the control previously exercised by the 
members of the Institute, '' 


Other examples from the evidence pointing in this 
direction are various letters of Strong-Scott commenting on the 
pricing practices of members of the Institute. On March 22, 1950, 
A, R. McPherson of Strong-Scott wrote to W. T. E, Smith of United 
Steel as follows: 


"After further conversation with a couple of my friends, it 
has been agreed that we will have to accept your suggestions on 
Discount changes covering Chain, Sprockets, Malleable Buckets, 
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Ribbed Compression Couplings, Keyless Couplings, Malleable 
Grease Cups and Anti-Friction Idlers, Inasmuch as we buy all 
these items from you, we must assume that you have a better 
picture of costs and margins than we have; although some of the 
increases seem rather stiff, 


Unfortunately, however, we cannot agree with your 
proposed price increases on Conveyor and Fittings; since this 
proposal would enable our customers to purchase in Minneapolis 
or Grand Forks, North Dakota, and truck up to most Manitoba 
and Saskatchewan points, at a price competitive with what we are 
prepared to offer f,o,b. Winnipeg. This very thing caused some 
customer dissatisifaction last year, when unfortunately 
American List Prices and Discount Sheets received some cir- 
culation in our territory and while we managed to settle the 
matter down at that time, we wish no re-occurrence of the 
problem, For your information, we are enclosing a few 
examples showing f.o,b. Winnipeg prices under the proposed 
revisions and showing the Minneapolis or Grank Forks price 
with the addition of Exchange at 10 1/2% and Duty at 25%, In 
nearly all cases there is sufficient spread to allow for trucking 
costs into this territory and in any event, we donot feel that it 
is good public relations for the Canadian Conveyor Manufacturers 
to place themselves into a position where they are taking such 
full advantage of the Tariff protection offered, 


This outlook, which is concurred in by my friends, applies 
to all Conveyor items and while it is true that we do not normally 
sell Flighting by itself to Western customers, we feel that the 
old price basis should be adhered to in this case also, otherwise 
we would be ata disadvantage in that it would put an additional 
'squeeze' on the margin between our cost of complete Conveyor 
and selling price wherever we found it necessary to purchase 
Flighting from Eastern sources, 


| 


Gh Sasi Poe ee 
Serials 15263-64) 


The Statement of Evidence contains the following 
explanatory remarks in regard to this letter: 


‘Attached to this letter is a sheet (Serial 15266) setting out 
examples of what Winnipeg prices would be under the proposed 
revision and comparing these with the laid-down costs of the 
Same articles imported from the United States, 


It appears that the proposed increases in the price of 
screw conveyor items (which were what Mr, McPherson was 
writing about) were not put into effect at this time, The list 
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prices which he gives are exactly as set out in the Institute LP 
sheets but the discounts shown on the applicable P-1600 sheets 
and on the PB sheets are higher than those used by Mr, 
McPherson in his examples, It is not possible to check 
successive discounts and resulting net prices completely 
because, while the latest discount sheets are available, only 
random copies of earlier sheets are among the evidence but an 
examination of the sheets indicate that the discounts used by Mr, 
McPherson in his examples were not put into effect until the 
following year although there was an intermediate reduction in 
discounts (and corresponding increase in prices) in the interim, "' 


Strong-Scott's criticism of the pricing practices of 
members of the Institute was apparently followed by independent action 
in the pricing of certain items of conveying equipment as is indicated 
in the following letter which A, R. McPherson of Strong-Scott wrote 
to a distributor on May 25, 1953: 


"Last week I was down at the A, O, M, Convention in 
Minneapolis and in course of a conversation with Cliff, Rich, 
I mentioned the fact that the Canadian Market was getting to be 
very ‘cut-throat! insofar as we were concerned, Specifically, 
I had reference to the Screw Conveyor pricing situation where we 
have run into a lot of cut-throat price competition over the past 
few months, 


For many years, Conveyor prices in Canada have been 
pretty well dictated by Link-Belt and United Steel, together 
with a few of the other Eastern Canadian Manufacturers, For the 
past number of years, the Canadian pricing has been out of all 
proportion to reality and I complained bitterly on many 
occasions, pointing out to the Eastern Manufacturers that 
customers could buy Conveyor at consumer prices in the United 
States, complete with Trough, Fittings and anything else, pay - 
the Duty, Exchange and whatever freight is involved and still 
lay down at any Canadian point cheaper than he can obtain it 
from a Canadian Supplier, I have been on record for some years 
as being opposed to these methods of pricing but it would seem 
that the other people interested did not feel there was much 
possibility of our markets being invaded by American 
Manufacturers, 


For over a year now, we have been encountering competi- 
tion from such Firms as Screw Conveyor Company of Hammond, 
Indiana and Continental Gin Company of Birmingham, Alabama, 
We do not know whether this competition was intentional, but as 
you will appreciate, we have a number of customers who operate 
both in Canada and the United States and it was becoming the 
common thing for them to check Canadian quotations with their 
American Offices, with the result that they were starting more 
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and more to purchase in the United States and do their own 
importation, This situation continued to get worse and worse 
and we lost a lot of good business which was of major 
importance to us, despite the fact that it possibly was not of too 
much interest to the larger Companies, such as United Steel 
and Link- Belt, 


A couple of months ago, I advised some of our Eastern 
competitors, that in order to keep from looking foolish in the 
eyes of some of our Canadian customers, we were going to 
commence quoting on American Consumer prices, plus an 
amount sufficient to cover the Import Duty. We setupa 
complete new Price List, effective March lst,, and based on 
new American List prices which are now supposed to be net to 
the-user; 


We are still being undercut and just recently losta 
$26,000, 00 job in Eastern Canada to Screw Conveyor 
Corporation of Hammond, Indiana, who under-priced us on the 
job by $3,000,00, We cannot say for sure that Screw Conveyor 
took this job direct and cut the price, but it may be that they 
dealt through Sullivan Mill Equipment Limited in Toronto, who 
let the customer have part of their commission, 


We are enclosing herewith Industrial Machinery Catalogue 
300B, together with their Price List 352, applying to this 
Catalogue and would point out that all prices shown in the Price 
List are Net, to the User and less a 25% discount to their 
Distributors, who in turn allow 10% or 15% to so-called Dealers, 
We are enclosing two copies of our Discount Sheet showing dis- 
counts f,o,b, Winnipeg, Toronto or Calgary and also one copy of 
a convenient Net Price List giving Conveyor and Fitting prices 
f.0,b, Winnipeg, Toronto, and Calgary, You will note for the 
most part there is a 5% differential between Winnipeg and 
Calgary prices, which differential does not cover the freight to 
the West but does give us a little assistance in this regard, 


My reason for writing you at this time is that I had a visit 
with John Andrews on Friday morning last and he was somewhat 
concerned at my reports of price-cutting in this field, Much to 
my surprise this morning, I received information that Northland 
Machinery were quoting Conveyor at considerably lower than our 
prices, I checked this again with Bill Meadows and with the 
customer, only to find that our customer had not been aware of 
our reduced pricing on invoices since March lst and was 
comparing Bill's quotations with our 1952 Price List, This 
brought out the fact that Northland are actually quoting slightly 
higher prices for f,o,b, Fort William shipment than we are 
quoting f.0,b, Winnipeg, 


- 115 - 


After you have had an opportunity of examining the pricing 
material which I am enclosing, I would appreciate hearing your 
reaction or some suggestion as to what pricing you feel you 
might be willing to adopt, I might only add that yourname shows 
as being qualified for a No, 3 discount and we will be happy to 
sell you any of the items listed at the No. 3 Discount, which 
will give you 25% off our established prices, 


You will note that we use an addition only sufficient to 
cover Duty and not to take care of any freight or Exchange on 
importation, '' 

(SSW-2-1, 2-1-2; 2-1-3, 
Serials 15756-57-57A) 


The relationship between prices in Insti‘ute pricing 
material and the prices of certain items which could be imported is 
also referred to in correspondence between officials of Jeffrey, On 
May 30, 1952, CC, E, Cornell wrote as follows to E, N. Bigney, both 
of Jeffrey, in regard to a contract which was reported to have been 
secured by United Steel: 


"As you know United Steel Corporation were successful in 
securing an order for the above company's two elevators, We 
contacted Ted Smith with a view to securing the Malleable 
buckets but was informed they had sufficient in stock for this 
project, 


This dces not surprise the writer and as a matter of fact 
we discussed this with Mr, C. W, Rudge along the line of our 
making an issue at the next meeting of going into the matter of 
prices on Malleable buckets and some of our steel class chain 
which is now being sold in Canada at probably 10 or l2 points 
higher than same can be imported, Inthe writer's opinion, we 
are just playing to our friends hands when we allow this situation 
to continue, For example, it places them in a very nice 
position to be able to import these buckets at 10% - 12% better 
than we can sell them with the result that purchases are bemg 
made in the States and not through the Group, 


We have been checking ever since the prices have moved 
up to where they are and we have not received any Malleable 
bucket business from United Steel and the reason is quite 
obvious, Frankly, we would strongly recommend that the price 
set-up be gone into with a view to having a definite stand that 
the prices should come down to the cost of importing plus duty 
or just on the line of that, In the long run our company would 
be much further ahead, 


We are passing this along for your information, " 


(JEM-5-1-2, Serial 2386) 
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As already indicated the evidence does not provide any 
specific measures of the level of prices as set out in Institute 
pricing material, In the opinion of the Commission the evidence does 
indicate that the effect of the pricing practices proceeding from 
Institute activities has been to deprive the public of the safeguard 
against arbitrary high prices and to expose customers to the dis- 
advantage of having to pay prices higher than they could be expected to 
be under independent and competitive pricing by suppliers, 


3, Effect of Pricing Practices on Complete Unit Jobs 


It was strongly argued on behalf of those companies 
appearing before the Commission that the circulation and use of 
Institute pricing material did not limit in any significant way competi- 
tion in pricing complete units, The main contentions appear to have 
been that material might be secured by different members from various 
sources at differing prices and that there would be variation arising 
from this cause even if a common pricing procedure were followed; 
that estimators in different companies would arrive at different 
quantities of material, that engineers would differ in their designs 
and that, finally, each company would make an independent appraisal 
as to the actual price to be quoted, These points were expressed in 
the following way in the brief submitted by United Steel: 

tow Gi Re NiStOry .Of tue preparation of the common 
pricing material is clear and shows that the intent was to bring 
some type of orderliness in pricing procedure to an otherwise 
chaotic industry, The standard method of pricing complete 
units was desirable and useful, Engineering design and price of 
material gave individuality to each company's final price, There 
was in respect to each complete unit job full competition because 
there was full individuality in pricing, 


rhe pricing material] was a method by which a sort 
of basic complete unit price was arrived at, The members gave 
many considerations at that point before tendering a higher ora 
lower price and before deciding what to give up to get a chance 
at the job, However, almost all the material cited by the 
Director in his Statement of Evidence shows that on any given 
job, the so-called end price was always different from the price 
as it would be if it was a computation based solely on the 
common pricing material, '' 


(Prans cript; pid 


Later, in the course of his argument, counsel for United 
Steel stated: 


! . . 
- . . There was ample scope in the various phases of 


er 


fixing a price for tendering for each one of the members to 
exercise his own individuality, He got his own individuality 
from his own engineering designs, etc, He got his individuality 
where he had to buy material through his ability to find sources 
of supply of satisfactory material at prices that would give him 
the best advantage and give him the best quality of merchandise 
to enter into that job, So much had to be acquired from the 
outside that there was an excellent check on this agreement, 


So far as engineering charges are concerned, in my 
submission they in no way can create a detriment to the public 
by fixing a common price," 


(Transcript, p. 582) 


With respect to the scale of engineering charges contained 
in the Institute pricing material counsel had submitted: 


"It did not in the end result have the effect of fixing any 
price, fixing any common price for any product to which it was 
added, because it was a percentage, and being a percentage it 
had to be calculated on some base and the base was the cost of 
the material. Depending on the individuality of the engineer 
and the plans and designs and quantities that he calculated and 
which were required of different materials, the cost of the 
materials was a variable factor," 


(Transcript, pp. 564-65) 


Another argument made was that engineering charges were 
charges for engineering services and were distinct from the sale of a 
commodity, While it may be that the concept of a separate scale of 
engineering charges had its origin in the condition that many jobs 
required a good-deal of engineering work in the design of an calcula- _ 
tions for an appropriate system, the record makes clear that such 
charges formed a part of the price charged the customer in the sale of 
a complete unit job. There was no sale of engineering services as 
such and, in fact, that part of the total price which resulted from the 
application of the scale of engineering charges was not disclosed to 
the customer although in the case of charges for erection, these were 
usually separately specified, The comment in one Forano document 
relating to the H. M. C.S,. Shearwater job may also be recalled that 
on large contracts 'nobody adds these charges", although presumably 
the degree of engineering would be a significant factor in major 
undertakings, 


In the opinion of the Commission the fact that there might 
be a variation in total price among members of the Institute because 
of differences in design or differences in calculating quantities and 
types of materials is not the full measure of the competition to be 
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expected in an open market, The practice followed by members of 
the Institute in the circulation and use of pricing material removed, 
in large measure, the independent pricing of components and thus 
has deprived the public of the opportunity of buying on a fully 
competitive basis from the companies engaging in the practice, The 
possibility that such components grouped in a differing way could be 
purchased at a different price because of differences in quantities 
does not afford a compensating alternative, 


The emphasis which has been evident in Link-Belt's 
efforts to maintain circulation of pricing material on the avoidance of 
a ''price war'', the use of Institute meetings and other occasions for 
the purpose of counteracting any tendency toward "price cutting" 
show unmistakably that the activities of the Institute have been 
directed toward limiting or preventing price competition among 
members, It would be impossible to discuss "price cutting" in any 
real way unless there was a recognized standard below which prices 
Were reduced, 


The Commission is satisfied that there have been dis- 
cussions among members of the Institute in regard to the prices 
which would be quoted on jobs and in regard to the prices actually 
quoted when it was believed by one or more members that the 
directions as to prices in the pricing material had not been followed. 
While it may be that some members entered into these discussions 
with different motives than others, it is the opinion of the 
Commission that the practice of engaging in such discussions against 
the background of the common pricing material accepted by the group 
has operated to the disadvantage of the public in particular instances 
and also has assisted in maintaining a general condition of lessened 
competition which would have a tendency toward higher prices than 
could be expected in the absence of the practice, 


The evidence as to quotations prepared by Forano before 
and after discussion with another member of the Institute, which has 
been set out in detail in the previous chapter, makes it clear that in 
those cases the prospective customer had been deprived of fully 
competitive tenders, Whether Forano would have actually tendered 
on the basis of its original estimate is not the decisive element, It 
may be that its own independent appraisal would have led the company, 
in certain instances, to submit a higher price than it first worked out, 
Nevertheless the Commission believes that the prices arrived at 
independently would have been more competitive than those which 


were made as the result of the agreement which officials of Forano 
considered they were fulfilling, 


On the evidence as a whole the Commission believes that 
the preparation and circulation of Institute pricing material has 
encouraged and facilitated exchange of information among competitors 
in the Institute about prospective and actual quotations on tenders, 
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We feel that where such exchange of information was made before 
tenders were submitted it was for the purpose of securing as much 
uniformity as possible in the various prices tendered, Even though 
the result may not have been identical total prices, there was inter- 
ference with the system of competitive bidding which must have been 
to the actual or potential disadvantage of the prospective purchaser, 


The review of the evidence in the preceding chapters of 
this report makes clear that unless some arrangement was made to 
the contrary, members of the Institute were expected to follow the 
directions contained in the pricing material. A further example of 
this understanding is the following letter of July 9, 1952, from 
Ly PP. Heberttow+s Ar borand, ‘both of Forano: 


"Through our Port Arthur Agent, Roy Gibbon Agencies, 
we have received, early last month, an inquiry for one Belt 
Conveyor and one Chain Conveyor for Marathon Paper Mills 
of Marathon, Ont. 


According to the Association set-up, the steel frame 
should have been priced at $0.20 per pound plus 115% or a net 
price of $0.43 per pound. Our price has been quoted on the 
basis of $0.35 per pound for these steel frames. 


The machinery has been priced in strict accordance with 
the Association set-up and we have applied full engineering 
charges, 


In his letter of July 3rd, Roy Gibbon informs us that the 
order for the equipment in question has been placed at a price 
more than $1,000.00 lower than ours and the delivery offered 
being four to five weeks against our quote of eight to ten weeks. 


Although Roy Gibbon mentions he is not definite, he has ~ 
been led to believe, from the conversation he had with his 
customer, that Link-Belt received the job, 


The above transaction proves that our competitor Link- 
Belt Limited is not following the Institute Rules and the informa- 
tion given in this letter might prove of help at a later date at an 
Institute Meeting," 
(FOP-9-4, Serial 988) 


The indication here, as ina number of other instances in 
the evidence, is that higher prices would have been quoted if the 
Institute pricing material had been followed, The Commission is of 
the opinion that the general effect of the practices followed by members 
of the Institute in regard to the circulation and use of common pricing 
material has been in the direction of higher prices than would other- 
wise have been quoted, 


66537—9 
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4, Element of Control by Institute Members 


A great deal of argument was heard by the Commission in 
regard to the question of what control in the industry was possessed by 
members of the Institute, This had particular relation to that portion 
of the Statement of Evidence which read: 


'. » 5» The domination, of the,industry, by the membens 
which is alleged was in the design and installation of so-called 
complete units and in the supplying of products special to the 
Weide dhe cee. 


In support of this allegation the Director cited a document 
prepared by John Farley, President of Link-Belt, which is dated 
September 30, 1952, and headed ''Competition in Canada'! (LBT-5-1, 
5-1-2, 5-1-3, 5-1-4, Serials 6594-95-96-97). During the inquiry 
Mr, Farley stated in evidence that the document expressed his views 
or opinions as to the situation in Canada in the period it covers, 


In the document Mr, Farley referred to the setting up in 
Canada of plants by Link-Belt, Jeffrey and Stephens-Adamson and to 
the history of Dodge, Plessisville Foundry (Forano) and Fittings 
Limited, The latter company is said to make chain which is not sold 
direct but distributed principally through Dodge, Stephens-Adamson 
and Plessisville Foundry, The document then goes on: 


"As of 1930, the bulk of the conveying and power trans- 
mission business in Canada was being done by the companies 
described in the foregoing, with Bond Engineering and a company 
called Webster-Inglis, which was a manufacturing arrangement 
between Webster in the U.S, and a company in Toronto called 
John Inglis, as smaller factors, This situation continued 
through to the end of the last war with comparatively little 
disturbance, There were a few small Canadian companies who 
would periodically bid on some particular inquiry which looked 
good to them but such competition was not at any time very 
serious, 


We have been encountering a different situation since the 
end of the war and, particularly, during the last two or three 
years, Apparently, the publicity Canada has been getting in the 
United States concerning raw material resources, plant expan- 
sion during the war, future potential etc, caused a lot of 
companies in the States, including some in our lines of manu- 
facture, to consider their position in respect to the Canadian 
market, It would appear as if a number have concluded that 
they must make a start in Canada or they may find themselves 
too late for the future, "' 


(LBT-5-1-2, Serial 6595) 
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The document then describes the entrance of several new 
firms into the Canadian market and states that Mathews Conveyor 
Company, with a plant at Port Hope for about 25 years, has had "'the 
largest part of the light conveyor work in Canada.'' In regard to the 
situation brought about by the new entrants the document states: 


"At least so far, none of the newcomers have caused us 
particularly serious competition. It will require time for them 
to develop both organizations and manufacturing facilities, We 
feel confident that our present plant and the new plant in 
Scarboro will enable us to keep well ahead of them, 


We have been encountering a different kind of competition 
in the last couple of years which is more difficult to meet, It 
applies particularly to certain products which can be sold as 
merchandise through agents," 


(LBT-5-1-3, Serial 6596) 


Mr, Farley in the document then describes efforts made 
to sell more British goods in Canada and omments: 

". . . Their opinion seemed to be that they could not hope 
to sell much engineered equipment in this country but they 
might be able to sell some of their individual products, 


As it has developed, we have had very severe competition 
from Britain on gear reducers and belt conveyor idlers and, to 
some extent, on H-class chain in British Columbia, Itisa 
particularly vulnerable market from the standpoint of a Canadian 
manufacturer because British Columbia always has depended 
heavily on Britain for the sale of the products of their pre- 
dominating lumber and fishing industries and any British 
Columbian in any way connected with these industries would 
welcome the opportunity to buy in Britain, particularly with the 
price advantage which exists, 


This British competition has not been as serious east of 
the Rockies, although we are seeing indications that it is 
developing. et 

(LBT-5-1-3, 5-1-4, 


Serials 6596-97) 


When Mr, Farley was asked during the inquiry to comment 
on any changes which had taken place since he prepared the document 
of Septemper. 50.) 1952.) he testified: 


"A. I would say the competition, for one thing, is a great deal 
keener to-day than it was when | wrote that, " 


(Evidence, p. 703) 
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There is the correspondence of A, R, McPherson of 
Strong-Scott, quoted earlier, in which Mr. McPherson indicates that 
in the case of certain classes of equipment he has no option but to 
make purchases from a member of the Institute and makes the comment 
that ''For many years, Conveyor prices in Canada have been pretty 
well dictated by Link-Belt and United Steel, together with a few of the 
other Eastern Canadian Manufacturers '"! (SSW-2-1, Serial 15756), 


Included in the material put before the Commission by 
the Director of Investigation and Research were various returns and 
correspondence relating to invitations to quote or tender on certain 
jobs, The collection of this material is described as follows in the 
Statement of Evidence: ’ 


'35. About the end of 1950 a system of reporting to the 

Institute office on all tenders or quotations was setup, The 
final form of report which was evolved, after discussion, seems 
to have been that suggested by W. T, E, Smith of United Steel 
(Serials 10272-75), It consisted of three parts - the first 
headed 'INQUIRY! was submitted when a member of the 
Institute had received an inquiry. The second was headed 
!'QUOTATION! and was submitted when the member had quoted, 
The third was headed 'DISPOSITION' and was submitted when a 
member learned of the final disposition of the inquiry, The 
forms were printed so that the second part included a re- 
production of the first and the third part included a reproduction 
of the first two, The form was thus cumulative and the third 
part contained a complete record, 


Speaking very generally, Link-Belt, United Steel, and Jeffrey 
seem to have reported fairly regularly, Forano or Stephens- 
Adamson do not appear to have reported at all, ‘ 
A number of these forms were among the documents 
selected from the offices of the Institute and of some of the 
members, In those cases where it was practical to do so, 
approximately sixty-five in all, particulars were obtained from 
the purchaser or inquirer as to the manner in which quotations 
were invited, the number of firms who quoted, the price 
quoted by each, etc, This information was obtained largely but 
not entirely by return under oath or affirmation pursuant to 
Orders authorized by the Commission. In some cases the 
information was obtained by letter and in others the original 
information was clarified by further correspondence, The 
whole of this material is being placed before the Commission, 
Because of the short period covered and because only some of 
the members reported on these forms, the effect of the 
material is limited," 
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Counsel for some of the manufacturers appearin,. before 
the Commission considered that the information obtained in this 
manner was significant although pointing out that the accumulation was 
entirely a fortuitous thing depending upon the forms filed with the 
Institute by those members who happened to report, The correspond- 
ence and returns in connection with this matter were filed with the 
Commission in two exhibits, H 1] and H 12, The number of separate 
inquiries listed totals 72, but in a number of cases the inquiries for 
quotations could not be traced, On the other hand, some replies dealt 
with several invitations to tender or submit quotations, The inquiries 
dealt with were initiated in the years 1952 and 1953, On examination 
it appears that there are 64 instances included in the exhibits for 
which the details are sufficiently clear to ascertain the number of 
firms invited to submit quotations or tenders. These may be 
tabulated as follows: 


In 15 instances 1 Institute member(s) and no others invited to quote 
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other firm alone 
invited to quote 
Total 64 


It will be seen from the foregoing table that in 35 cases 
only members of the Institute were asked for quotations or invited to 
tender and that in 15 of these instances only a single firm was 
approached, 


In about 20% of the 64 instances the project was not pro- 
ceeded with and in some other cases the specifications were changed 
or other alterations made so that no action was taken with respect to 
the original quotations received, It seems reasonable to conclude 
that some of these projects were abandoned because of the prospective 
cost as indicated by the quotations which were received, This would 
be contrary to the views expressed by G, A, Freeman of Stephens~ 
Adamson in his letter of June 6, 1950, quoted in the previous 
chapter, "'that there is no new business actually created because prices 
are cut'' (SAM-12-43-3, Serial 3262), If projects are abandoned be- 
cause the cost is considered too large more business might be secured 
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with lower prices, 


In a number of instances it would appear that the non- 
Institute firms invited to submit quotations actually offered equipment 
made by one or other of the Institute members and in some cases they 
were apparently regarded as local representatives of the manufacturers. 


In most instances the total amounts quoted both by Institute 
and non-Institute firms differ on the same tender although in some 
instances the amounts are very close, It has already been pointed out 
that identical bids are unlikely in the industry even if the same 
pricing material was used, In the instances included in Exhibits H 1l 
and H 12 some major differences in quotations are attributed to 
differences in the specifications or types of equipment on which offers 
were made, 


While the Commission has not found that the material con- 
tained in Exhibits H 11] and H 12 is of a conclusive character we 
consider that it does show that in some cases prospective buyers were 
satisfied to restrict their inquiries to one or more members of the 
Institute and that, on the whole, the manufacturers in the Institute 
occupied an important position in the supply of the equipment in demand 
during the period to which the information relates, 


The Commission does not believe that the question of 
detrimental effects to the public in the circumstances disclosed in 
this inquiry depends upon whether those following common practices 
with respect to prices and conditions of sale have complete or almost 
complete control of an entire industry, If the common practices limit 
competition in the manner already described on the part of a number of 
firms occupying important positions in the field, then the public is 
deprived of free and open competition in a large sector of the market, 
The fact that there may be other firms whose prices are arrived at 
independently does not obviate the detrimental effects of a lessening 
of competition on the part of an important group of suppliers, The 
public is entitled to seek to make purchases from all firms engaged in 
a particular field of industry on the basis that each is striving 
competitively to secure business, The closing off of an important 
portion of the market by practices aiming at the lessening of 


competitive bidding in terms of price can only work to the disadvantage 
of the public, 


Cire tien Vill 


CONCLUSIONS 


The effects which the Commission has found to flow from 
the practices engaged in by members of the Conveyor and Power 
Transmission Institute of Canada involve such elements of disadvan- 
tage and danger to the public interest as to be clearly detrimental, 
The main element of detriment arises from the substantial 
interference with the independent pricing of merchandise and complete 
units, so-called in the industry, on the part of firms occupying 
important positions in the trade, Various other effects having actual 
or potential features of detriment have been found to result from the 
pricing practices as described in previous sections of this report, 
Among these is the tendency toward inflexibility and rigidity in the 
pricing structure which, while exposing the public to the danger of 
having to pay arbitrary prices, may impede the most effective long- 
run development of the industry as well as the short-run adjustments 
which are necessary in competitive enterprise. Recognition on the 
part of some firms of such disadvantages from tne viewpoint of the 
industry itself is indicated in some portions of the evidence when the 
restrictions have been considered as operating to the disadvantage of 
the particular companies, Inthe case of Strong-Scott this led to this 
company, in 1953, refusing to follow the common pricing arrange- 
ments in relation to certain classes of equipment, In the case of 
Jeffrey efforts were made in 1952 to work out a reciprocal arrangement 
with United Steel in regard to the trade in malleable buckets whose 
sale by Jeffrey was considered to be prejudicially affected by the 
common pricing practices (JEM-5-1, Serial 2385), The fact that 
actions of this kind were considered necessary by the individual firms 
indicates the element of restriction involved in the common pricing 
practices which had been accepted as long as it was not considered 
harmful to the company's own interests, While adjustments made in 
such circumstances may be regarded as the result of competitive 
pressures they are dictated by the company's private interests, The 
taking of such actions cannot be relied upon for the protection of the 
public interest against restrictions which may be maintained as long 
as they appear to offer advantages to those participating in them, 


The Commission has also found that the practices with 
respect to common pricing material have facilitated and encouraged 
exchange of information among members of the Institute with respect 
to the pricing of particular pieces of equipment in connection with the 
preparation of tenders and, on some occasions with respect to the 
price bid for the complete tender, Such exchange of information in 
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advance of the submission of quotations by individual firms has un- 
doubtedly rendered less competitive the bids which were offered to 
prospective buyers and thus deprived such customers of the 
opportunity of selecting the bidder on the basis of genuinely 
competitive tenders, Such instances point in very positive form to 

the detriment suffered by the public when deprived of the safeguard of 
prices determined ona freely competitive basis, The same element of 
detriment exists, although not as readily discernible, in the practice 
of pricing component elements of equipment on a common basis even 
though independent judgment is used by individual companies in the 
estimating of quantities of material and selection of equipment in 
preparing a quotation, The circulation of the common pricing material 
through the Institute was intended tohave prices kept at a higher level 
than would have resulted if prices had been determined independently 
on a competitive basis and the evidence makes clear that the 
opportunities afforded by Institute activities were employed in seeking 
this result, 


In the descriptions of the various members of the Institute 
in an earlier section of this report it was pointed out that considerable 
differences existed in the nature of operations carried on by the several 
companies, It was noted that Webster-Smallwood possesses no 
manufacturing facilities and is engaged in the conveyor field to a very 
limited extent, Webster-Smallwood resigned from the Institute in 
1952, before the inquiry commenced and the last occasion on which a 
representative of the company is shown as attending a meeting of the 
Institute is on August 28, 1947, 


Although remaining a member of the Institute and con- 
tinuing to have one or more representatives in attendance at some 
meetings of the Institute in recent years, Bond Engineering Works 
Limited has, for some time, been interested in only a few lines 
among those which are embraced by the pricing material circulated by 
the Institute, Mr, Harvey Graham, General Manager of Bond, has 
been Treasurer of the Institute for a number of years, 


With respect to participation of the manufacturers in the 
Prairie Provinces in the arrangements carried on through the 
Institute, the Director has alleged: 


"(14) The role of the so-called 'Prairie Manufacturers! in the 
arrangements of the members of the Institute appears to 
have been comparatively minor and to have consisted 
essentially in following the prices and pricing practices 
established by the members of the Institute, "' 


It was argued on behalf of both western and eastern 
manufacturers that the receipt of Institute pricing material by the 
Prairie manufacturers amounted to nothing more than the sending of 
information by an individual supplier to a customer as to the prices 
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at which goods could be purchased, It appears to be the case that 
western manufacturers, when necessary, purchase certain items 
from eastern manufacturers as, indeed, one Institute member may 
make purchases from another to secure needed items, 


The evidence reviewed earlier in this report, indicates 
that on the part of the eastern manufacturers, at least, the relation- 
ship of the Prairie manufacturers to the pricing practices of the 
members of the Institute was considered to be more than the mere 
dealing between a supplier anda customer, This may be further 
illustrated by the evidence of W, T. E. Smith when he was examined 
by counsel for United Steel in regard to certain correspondence during 
the period when Mr, Smith was an official of Link-Belt, Mr, Smith's 
testimony is as follows: 


"Q. Now then, when my friend was dealing with items Nos, 
16676 and 16675, which was a letter by you to the 
Standard Iron Works dated September 8th, 1937, you 
spoke about a new system of pricing cast iron pulleys 
and that you did not yet have the approval of the Western 
Group. Now, were you dealing with a Link-Belt product? 


As Surely. 


Q. Yes, and in the pricing of that you were discussing, and of 
which you were advising him, was that a Link-Belt pricing? 


au Yes, that was a Link-Belt pricing. 


Q, Do you recall whether or not you were seeking approval 
from him -- did Standard Iron Works handle your 


products ? 
A, Yes, they sold our products, 
Oo. They sold your products, Were they in competition with 


you since they also manufactured the same product, or a 
similar product? 


A. Yes, a similar product, 
Q, And you were attempting to secure their agreement on 
what pricing -- the pricing you were to charge them, or 


the pricing at which they would re-sell your product? 


A, Both, "' 
(Evidence, pp. 654-55) 


It is obvious that if the Prairie manufacturers were 
making products closely similar to those made by Link- Belt and 
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agreement was secured on the selling prices accepted by Institute 
members then the common price arrangements of Institute members 
would be extended to such products, 


The evidence indicates that in the case of most of the 
companies named as Prairie manufacturers, the proportion of their 
sales in the conveyor field has been relatively small, at least in 
recent years. In the case of Standard Iron the proportion was stated to 
be less than 1/2 of 1%; in the case of Riverside, less than 1%; in 
the case of Manitoba Bridge, less than 3% and in the case of Vulcan, 
the proportion was given as about 10% of which 3% would consist of 
material purchased from other firms, In the case of Strong-Scott, 
the company has enlarged its manufacturing facilities to produce some 
items which it formerly purchased, It has also sought alternative 
sources of supply and, as described earlier, has adopted an independ- 
ent pricing policy with respect to certain classes of equipment, 


Price sheets for the Prairie Provinces continued to be 
prepared as part of the Institute pricing material and copies were sent 
to the Prairie manufacturers, Representatives of the Prairie 
manufacturers, who gave testimony in the inquiry, disclaimed any 
knowledge of the ''Prairie Agreement'' and denied the existence of any 
arrangements between Eastern and Western manufacturers with 
respect to common prices. The continued circulation of the price 
sheets embodying the common prices of Institute members is 
practically the only evidence in recent years relating the Prairie 
manufacturers in any way to the arrangements among Institute 
members, The evidence is indefinite as to the use to which these 
price sheets were put by the various manufacturers in the Prairie 
Provinces and it is clear that in most cases the sale of articles 
covered by such price sheets formed a very small part of the business 
of the respective companies, There is no evidence that in recent 
years any of the Prairie manufacturers participated in any way in the 
activities of the Institute in the preparation of the Institute pricing 
material, On the whole, the evidence available to the Commission 
cannot be held to prove that Prairie manufacturers were parties to 
the arrangements among Institute members, 


The price list of the Prairie manufacturers relating to 
grain elevator equipment was prepared independently of the pricing 
material circulated through the Institute. While it consisted in part, 
of the prices of the special products of individual manufacturers it is 
the opinion of the Commission that the evidence shows that the list 
was worked out by discussion among the manufacturers in Winnipeg 
and embraced some products which were made by more than one firm 
or which were purchased by several firms from suppliers outside this 
group, The Commission also believes that the purpose of the list was 
to have the several manufacturers use common selling prices in the 
sale of the products so listed, and thus to the extent to which this 
practice operated it would have the effect of depriving the public of 
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the safeguard of price competition. 


From the evidence obtained in the inquiry the Director 
came to the conclusion that competition from firms outside the 
Institute was becoming of greater importance in the transmission 
and conveyor fields, The Director's view, included previously in 
the summary of allegations, was expressed as follows: 


'(16) The evidence indicates that at the date of the inquiry 
various factors, the chief of which appears to have 
been the entry of United States firms into the 
Canadian market, were increasing competition in the 
industry and tending to break down the control 
previously exercised by the members of the 
Institute, '' 


In the opinion of the Commission the evidence supports 
this conclusion of more active competition in recent years, At 
the time of the hearing (May 1955) counsel for the Director 
stated: 


Uiiewe pepinning in 1950 certain American firms 
entered and at the time of the inquiry there is no question 
about it, the thing was loosening up. As of today I doubt 
very much that anyone could argue that there is a combine 
in this industry, "' 


(Transcript, p. 747) 


However, evidence was not adduced before the 
Commission as to the effect of the increasing competition just 
referred to upon the arrangements and practices among the 
members of the Institute which have been discussed in this 
report, 


The Commission does not believe that reliance can 
be placed upon such competition alone to prevent the detrimental 
effects which the Commission has found in the common pricing 
practices of the members of the Institute, In the opinion of the 
Commission the protection of the public interest requires that 
the practices and arrangements directed toward the establishing 
and maintaining of common prices and scales of discounts or 
charges should be terminated, If, to guard against the re- 
sumption of activities directed to a similar end it is considered 
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that the parties should be placed under a judicial restraining order, 
application could be made for a court order under the provisions 
of the Combines Investigation Act, 


(Sed. ) Cc. BR. Smith 


Chairman 


(Sgd.) A. S. Whiteley 


Member 


(Sgd.) Guy Roberge 
Member 


Ottawa, 
December 12, 1955 
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BAB IG *D! 


GRAIN ELEVATOR MACHINERY & PARTS 


[ Production in Canada | 


jth 2. 
Year Institute Members All Others 
1938 
1939 
1940 
1941 
1942 
1943 
1944 151,000 680,016 
1945 180, 000 331, 492 
1946 165,000 598,276 
1947 371,000 1, 003. 130 
1948 550, 000 1,025, 544 
1949 550,000 976, 136 
1950 496,000 lL 254,330 
1951 521., 000 1,417, 006 
1952 539,000 2,050,298 


1, Source - As reported by Institute Members on D.B.S. 
-Annual Returns 


2. Source - D,B.S, Annual Publication ''The Machinery Industry", 


(Exhibit H-1, continued) 
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# 
1952 
Commodity 


Class. + 
Prior 1952 


Commodity 


Class. 


724900 


724905 


124510 


724920 


724925 


124935 


724965 


TABLE 'F' 


CONVEYING MACHINERY & POWER 


As Reported by United 


1944 1945 
Conveying Equipment 
Conveyors, bucket, 121, 494 L67405a 


chain or belt 


Chain; Belt & 
Shaking Conveyors, 
Underground Mine 


Type 


Parts. (Noe C.. 
Specially Fabricated 
for Underground 
Mine Type Chain, 
Belt & Shaking 
Conveyors | 


Overhead Track & 
Troiley Conveyors, 

& specially fabricated 
parts c accessories; 
i al Oe 


Materials Handling 
equip, & parts 
Cableways, & specially 
Fabricated Parts & 
Accessornes, NEC: 


Car Dumping & un- 
loading devices, 

Ny EC. &eenecia lly 
fabricated parts & 
accessories; NE, C, 


Conveying Equipment, 
N,E,C. & specially 
fabricated parts & 
accessories, -N.E. Cc. 


1946 


2055003 
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TRANSMISSION MACHINERY EXPORTS TO CANADA 


States Department of Commerce 


1947 1948 1949 1950 eID 1952 


S34 bee oW 451,090 411,738 Ay X8 le AL 528, 896 


177, 588 


106, 457 


560,175 


66, 785 


oh eee a) 


3,145,152 


[Table 'F' continued ] (Exhibit H-1, continued) 
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Table 'F', continued 


# 


Commodity 
# 
£952 
Commodity 
Prior 1952 


Glass, 
Class. 


725035 


729100 


Conveying Equipment (continued) 


1944 1945 1946 
Stackers (Portable 
Elevators) 


Conveying equipment 
& parts. Noio 5, 1 550;.940 vle573, 061 (20 5cc.8 ne 


TOTAL CONVEYING EQUIPMENT 1,672,434 1,740,818 2,523,182 


619100 


618994 


*775400 


P,T.M. Chain & Other 


Power Transmission Items 


Sprocket & other 666, 886 741,994 913, 827 
Power Transmission 
chains, iron and steel 


Sprocket & other Power 
Transmission chains, 
iron and steel, and 
specially fabricated 
parts; Ni EG: 


Power Transmission 
Systems, Mechancial 
& Hydraulic (except 
Vehicular), & specially 
fabricated parts & 
accéssories, N,E.C, 


TOTAL CHAIN & POWER 666, 886 t41,,99% yh ee ey 
TRANSMISSION 


COMBINED TOTAL 2,939,320 2,282,812 33437-0075 


* Presumably items included in775400class were previously 
included in some basket item but it seems fair to assume that 
this would be a sizeable item for the other years if it could 
be segregated, 
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1947 1948 L949 £950 1951 


Se eeeeenmeenanest 


3,466,166 4,819,954 3,296,598 2,805,727 5,018,727 


ee - — 


ee — Se - - 


eaten G, 927. 2,007,699. 1,912, 16) 3,171,899 


ee 


Pee ae 0TG, 920 2,007,899 1,982,161 3,171,899 


ee 


Se oe ta ots, 21h. 5th O,2a> >, 019,860 8,719, 522 


eee eel eeeeneeneneeee nee teeenenetaeeeeeneneeeesenendpereecaeesgeeeeenaeemsanssesse=aseenenenameed 
——SSaaSS-—=—OCLD—=“=——EEeeeeeeeeeeaeeaaeaeaeeeeSe- LC ee 


(Exhibit H-1, concluded) 


4,129,971 


3,048, 011 


4, 0054 905 


10, 353, 914 


14, 483, 885 
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